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1CHAPTER 1
INTRODUCTION: HISTORICAL BACKGROUND TO EAST AFRICAN
COOPERATION
Regional cooperation in the three East African 
countries Kenya, Tanzania^ and Uganda has developed over a 
number of years, taken several forms and had a chequered 
history. It was established by the British Administration 
in East Africa as a convenient contrivance for rationalising 
British hegemony in this part of Africa.2 When independence 
was won by the three countries, the institutions of East 
African cooperation, then known as the East African High 
Commission, were bequeathed to the three independent States 
and its name changed to East African Common Services 
Organisation (EACSO). The three countries tried to use EACSO 
as a nucleus for an East African Federation. The attempt 
failed in 1963.3 The enthusiasm for forming a federation 
temporarily concealed the weakness in the economic 
cooperation which had been inherited. After earlier 
attempts at federation had been frustrated, the Partner 
States became more concerned with economic cooperation and 
in correcting its weaknesses. The Kampala-Mbale Agreement of 
1965 and the Treaty for East African Cooperation of 1967 
were part of the effort to improve and strengthen economic 
cooperation instead of political unification.^
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1.1 THE FIRST STEPS
(a) The Common Market
One of the earliest steps towards regional economic 
integration was the establishment of a customs union 
(commonly referred to in East Africa as the common market). 
It came into existence in stages over a considerable period 
of time.5 a customs union between Kenya and Uganda was 
established in 1917 and Tanganyika was incorporated from 
1923. A common external tariff was accepted in 1922. Free 
trade between Kenya, Uganda and Tanganyika in locally 
produced goods began in 1923, and the free movement of 
imported goods between them was established in 1927.6 
customs administration was operated jointly by Kenya and 
Uganda from 1917, but was not extended to Tanganyika until 
1949. In addition, income taxation was introduced in Kenya 
in 1937 and in Uganda and Tanganyika in 1939. These 
countries adopted Kenya's rates and tax structures^ and for 
this part of the revenue system joint administration was 
practised from the outset (including in Zanzibar).
(b) Common Services
A further aspect of East African cooperation concerned 
the operation of common services. The organisation of 
services began with the completion of the Kenya/Uganda 
Railway line from Mombasa to Kisumu in 1901. The line 
provided the main stimulus for a closer^ link between Kenya 
and Uganda, and from 1902 was run by a common 
administration. In 1911 a postal union was established 
between Kenya and Uganda.
3Then, in 1920 Britain became Mandatory of Tanganyika 
and cooperation between the three East African territories 
was encouraged in various fields. From then until 
Independence was achieved between 1961 and 1963, the three 
countries were administered by the same colonial power 
(Britain), which meant a common language and similar 
traditions of government.
In addition to the joint administration of customs and 
excise and income tax, Britain encouraged the three 
countries to establish common services, especially in the 
field of major transport and communications, which would be 
operated by East African parastatal agencies. These 
included East African Railways and Harbours (1948); East 
African Airways (1946) which provided foreign as well as 
domestic services; and East African Posts and 
Telecommunications ( 1933 ). Apart from these, agricultural, 
medical and industrial research organisations, and the East 
African Court of Appeal were operated in common as were 
meteorological services and the University of East Africa. 
The former were termed 'self-contained' because, except for 
development finances, they were self-financing on the basis 
of fees charged.
Another important area of East African cooperation was 
in money and banking. The East African Currency Board was 
established in 1919.9 It issued an East African shilling as 
a common currency unit for use in all three countries, until 
separate central banks were established in 1966. 
Furthermore, during the period of monetary union, there was 
free movement of capital between the three countries; and
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with minor exceptions there was free movement of labour as 
well.
The economic integration of the region, which resulted 
from the common market agreements and the common 
institutions was also reinforced by an 'East African 
attitude' in the private sector. The banks and many trading 
and manufacturing concerns treated East Africa as a unified 
area. There were large seasonal movements of bank funds 
between the territories, and businesses operating throughout 
East Africa moved funds between their branches as their 
activities required.
(c) The Governors' Conference
There was no formal machinery for integration of the 
common arrangements that had developed before 1926. In 
order to help coordinate them and promote economic 
development, Britain relied until 1948 on an informal 
consultative system, the Governors' Conferences of which the 
first was held in Nairobi in 1926. The three Governors^ 
met periodically to consider matters of common interest and 
keep under review how common services in the East African 
region could be provided without a formal federation. In a 
1927 report to the Colonial Office, Sir Edward Grigg called 
for the:
establishment of a central East African Authority 
to control main transport services, the customs 
tariff, inter-territorial communication by land 
and air including posts and telegraphs, defence 
and fundamental research.H
5Further support for federation came from the Hilton Young 
Commission in 1929. However, until 1945, proposals for 
political federation were rejected by Britain in the belief 
that there was no common agreement among Kenya, Uganda and 
Tanganyika.12
The Governors' Conference became the basic integrative 
mechanism of the 1930's, with a permanent secretariat in 
Nairobi . Despite the failure to achieve the political union 
favoured by Grigg and others, administrative control was 
improved during this period by the consolidation of East 
African services.-*-2
1.2 THE EAST AFRICAN HIGH COMMISSION
The Governors' Conference had no legal or permanent 
constitutional basis-*-^ for the operation of the common 
services, and it functioned without public debate or 
discussion. Therefore, in order to rationalise the 
situation Britain through the 1947 Order in Council 
established a permanent Authority, termed the East African 
High Commission in January 1948, consisting of the Governors 
of Kenya, Uganda and Tanganyika, with its secretariat in 
Nairobi. There was also established a Central Legislative 
Assembly. The Commission met several times a year to 
determine policy for East Africa and, most important, to 
supervise and review the operation of an expanded network of 
common services.
What distinguished the High Commission from its 
predecessor was its greater sense of collective identity as 
a regional body.^2
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(a) The Central Legislative Assembly
This was the legislative arm of the High Commission; 
its members were partly appointed by the three Governors and 
partly elected by the unofficial members of the territorial
legislatures.-^
However, its legislative powers were limited and 
related chiefly to various aspects of the common services, 
including the structure (but not rates) of customs and 
excise and income taxation. The Assembly could be overruled 
by the High Commission, and in some cases the Commission 
could legislate without the Assembly's approval. ^  Despite 
these limitations, the new system provided a firm legal 
basis for functional integration of the common market and 
the common services.
(b ) The High Commission Activities
The primary responsibility of the East Africa High 
C o m m i s s i o n ^  was to administer a number of common services, 
including railways and harbours, posts and telecommuni­
cations, civil aviation, air transport, meteorology, central 
research, statistics and income tax and customs and excise 
collection (but not the determination of income tax and 
customs and excise rates, which were a territorial 
responsibility) .
(c ) Finances of the High Commission Services
Until its last year of existence in 1961, the High 
Commission did not have any source of revenue of its own. 
The most important common services such as railways, 
harbours, post and telecommunications were known as
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'self-contained' services because they financed their 
running costs from their earnings, but the other 'non­
self-contained' services were financed partly by annual 
appropriations from territorial revenues and partly by 
grants from the British Government^ and some other sources, 
particularly for the research services.
In 1961 the recommendations of the Raisman Commission^ 
led to the establishment of a Distributable Pool^l, one of 
the purposes of which was to provide an independent source 
of finance for the non-seif-contained common services.
By 1960, however, both Colonial Office authorities and 
East African leaders recognised that the High Commission was 
in need of reform.
Though many factors contributed to this change, three 
stand out as particularly important.
First, there was a growing resentment in Uganda and 
Tanganyika about what were perceived to be the dispro­
portionate benefits accruing to Kenya under the existing 
system.22 statistics on GNP growth, foreign investment, and 
inter-territorial trade indicated a widening development gap 
within the region due, at least in part, to the effects of 
the common market and the policies of the High Commission.
Moreover, high protective tariffs appeared to subsidise 
the growth of the Kenyan economy, with its larger manu­
facturing base, at the expense of higher prices in Uganda 
and Tanganyika and the loss of revenue from important duties 
as increasing Kenyan industrial efficiency shut out foreign 
competitors. Equitable distribution of those customs 
revenues collected was hampered by the free movement of 
goods within the region. Thus, Hazlewood has written:
8The Commission argued that some of the criticisms 
of the common market were properly criticisms of 
the effect of various impediments to the free 
operation of the market, arising mainly from 
statutory marketing, which led to clashes of 
interest between the territories.22
Kenya's East African partners were also concerned that 
the location of the High Commission secretariat and many of 
the common services in Nairobi not only brought increased 
employment to Kenya but also made the Organisation take 
greater interest in the wellbeing of the Kenyan economy.2^
A second problem with the High Commission was its 
dependence on territorial contributions for much of the 
revenue needed to sustain the non-self-contained services. 
In addition to inequities created by a funding system that 
resulted in approximately equal contributions by territories 
at different levels of development, long-term planning was 
difficult since it was impossible to be certain that the 
necessary money would be contributed, should one of the 
territories become unhappy about the quality of assistance 
being provided.22
The final and most immediate reason for systematic 
reform was the impending independence of Tanganyika.2  ^ Under 
pressure from the United Nations Trusteeship Council, the 
British had decided to speed up the timetable for 
Tanganyikan self-government. But, in order to avoid the 
three territories coming to independence outside a federal 
framework and at different times, Nyerere offered to delay 
Tanganyika's independence briefly to allow Uganda and Kenya 
to catch u p .2 ^  However, Britain refused, on the grounds 
that Uganda and Kenya were insufficiently prepared for 
independence by 9 December, 1961, the date set for
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Tanganyika. A transitional structure was needed therefore 
which would be capable of preserving the common services 
until agreement could be reached on a permanent federal 
arrangement.
1 .3 THE EAST AFRICAN COMMON SERVICES ORGANISATIONS
In June 1961, discussions were held in London between 
delegations from the United Kingdom, the three East African 
territories, and the High Commission administration to 
consider the future of the common services. It was agreed^ 
that, whatever constitutional changes might take place in 
East Africa, common services provided by the High Commission 
should continue to be maintained for the interest of all the 
territories. In that year the High Commission was 
transformed into the East African Common Services 
Organisation (EACSO), which came into existence with 
Tanganyikan independence in December 1961. Thus Rosberg has 
written:
The change from the High Commission to EACSO was 
a change from a colonial institution to a 
political organisation built upon the represen­
tative institutions of the East African 
countries.29
(a ) The East African Authority
The overall policy and direction of a new Organisation 
was in the hands of the East African Authority, consisting 
of the three elected leaders of Tanganyika, Kenya and Uganda 
(and later the three P r e s i d e n t s ) D e c i s i o n s  of the 
Authority had to be unanimous, and it had to determine its 
own procedure including electing a Chairman.
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(b) The Triumvirates
To assist the Authority, four ministerial committees 
commonly known as 'triumvirates' were established 
consisting, in each case, of the three territorial ministers 
concerned with (a) Communications, (b) Finance, (c) Commerce 
and Industry, and (d) Social and Research Services. Later, 
a fifth triumvirate concerned with labour questions was 
created. According to Franck, 'The age of government by 
civil servants and technicians had drawn to a close'll as 
politicians assumed increasingly prominent roles in the 
operation of regional institutions. The Committees met 
usually in Nairobi at the EACSO Secretariat so as to secure 
coordination of EACSO activities. To implement a decision 
on a matter of policy, unanimity was required in a trium­
virate and if agreement proved impossible an issue was 
referred to the Authority for a decision. The common market 
itself, however, still received no formal recognition in the 
1961 enactment, and its operations continued to rest until 
1967 on its de facto acceptance by the three countries.
(c) The Central Legislative Assembly
The legislative arm of EACSO was still the Central 
Legislative Assembly; and it continued its functions with 
powers very similar to those exercised during the time of 
the High Commission. The Assembly, too, became politically 
responsive. It consisted of the Speaker (appointed by the 
Authority), fifteen members of the Ministerial Committees, 
the Secretary-General and the Legal Secretary of EACSO, and 
nine members from each territory - elected by the 
territorial legislature. The Assembly had powers to
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legislate over the common services and responsibilities of 
the Organisation.
(d) Common Services of EACSO
EACSO took over most services run by the East African 
High Commission. The administration of EACSO was in the 
hands of a Secretary-General, assisted by a Public Service 
Commission, a General Manager of Railways and Harbours 
Administration, a Postmaster General, a Legal Secretary, a 
Financial Secretary and an Auditor General.32
More significant perhaps than these institutional 
changes were measures based upon recommendations of the 
Raisman Report to divide more evenly the benefits of East 
African cooperation and to provide the Authority with 
greater financial independence. The Distributable Pool was 
the instrument chosen to achieve both ends.
Actually established shortly before the EACSO came into 
formal existence, the Pool was funded from a fixed 
percentage of the customs and excise duties and corporate 
income taxes collected by each of the countries. One-half 
of the Pool's revenue was retained by the Authority to 
support the operations of the common services and the rest 
distributed equally among the three members. While the new 
system provided the Authority with a more dependable source 
of funds for long-term planning, the Raisman Commission and 
the territories clearly saw the Pool as a means of 
redressing the major complaint of Uganda and Tanganyika 
concerning the inequitable effects of the common market.
The fact that EACSO and most of the common services were
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based in Nairobi also provided a basis for future 
disagreement.33
(e) Finances of EACSO
EACSO took over the system which the High Commission 
had applied during its last year of existence. A 
Distributable Pool Fund thus provided a source of general 
revenue with which EACSO could finance the majority of 
non-se1f-contained services.34 Revenues intended to cover 
expenses for the non-self-contained services were paid into 
a General Fund. A Contingencies Fund was also established 
under the EACSO Constitution for the purpose of providing 
for urgent and unforeseen expenditure of the self-contained 
s ervices.3 5
1.4 EFFORTS AND FAILURE OF FEDERATION IN EAST AFRICA
Federation36 seemed to imply a formula for achieving
integration. As the danger of separate sovereignties in
East Africa became more evident, in June 1960 Julius Nyerere
offered37 to j e i a y  Tanganyika's independence so that all
three East African territories could come to independence
together as a federal unit. Thus, he has written:
I, for one, would be prepared to postpone the 
celebration of Tanganyika's independence for a few 
months and celebrate East Africa's independence in 
1962 rather than take the risk of perpetuating the 
balkanisation of East Africa.38
During this period, Nyerere believed that the best path 
to East African Unity was through a regional association. 
He feared that if the three territories were to gain 
independence separately the effect might be to arouse 
national sentiments which would make negotiation of a
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federation far more difficult. And he also believed that 
the attainment of complete independence by Tanganyika alone 
would complicate the establishment of a new political unit. 
He further argued that only by federation could the real 
benefits conveyed by EACSO be preserved and redistributed 
more equitably within a politically new East Africa. Thus, 
Nyerere has written:
Federation of at least Kenya, Uganda and 
Tanganyika should be comparatively easy to 
achieve. We already have a common market, and run 
many services through the Common Services 
Organisation, which has its own Central 
Legislative Assembly and an executive composed of 
the Prime Ministers of the three states. This is 
the nucleus from which a Federation is the natural 
growth.39
However, the offer was not accepted by Britain, and the 
reaction in East Africa was also disappointing. While 
people like Tom Mboya supported^® Nyerere, in Uganda the 
Kabaka's government and Obote's Democratic Party stated that 
Uganda was not ready for federation. Therefore, soon after 
Tanganyika's independence in December 1961 Nyerere stated 
that federation would now have to wait until all three 
countries were sovereign.
(a) The Nairobi Declaration
As the other two East African territories achieved
independence^^, serious talks on an East African Federation
were instituted. On 5 June 1963, in Nairobi, the three East
African leaders met and announced:
We, the leaders of the people and governments of 
East Africa assembled in Nairobi on June 5 1963 
pledge ourselves to the political Federation of
East Africa.43
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The final decision to federate was made suddenly but 
not without preparation. A working party, including 
Ministers from the three countries was set up to work out 
the details of the Constitution of the Federation.
However, within a year it became clear that an East 
African Federation would not be easy to establish.
The optimism of the Nairobi Conference was short-lived 
because differences soon emerged within the working party. 
It can be argued that the most contentious and fundamental 
area of disagreement was the degree of centralisation to be 
built into the new federation. As Nekyon said later, he 
wanted to see the 'minimal alteration of territorial 
constitutions'.44 Since each country became independent 
separately it was difficult to keep them together. A sense 
of national belongingness and national interest emerged 
rapidly after independence. Despite a broad aspiration for 
African unity, nation-building and economic planning and 
development were soon accorded a higher priority than 
supra-nationalism.45
It was mainly Uganda's objection to the surrender of 
sovereignty, the desire to preserve its fragile internal 
unity, and the fear of Kenyan control over regional 
institutions which led to the failure of East African 
federation. In fact, President Obote had made a statement 
that the Nairobi declaration did not commit Uganda to 
federation and that the questions of relationships and 
powers were still in the 'exploratory stage'.46 For the 
Tanganyikans and Kenyans, regional unity involved 'the 
concept of a tightly constructed federation'.47 But for the
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Ugandans, federation implied a loose plan of inter­
territorial coordination:
Throughout the negotiations on East African 
Unity, Uganda's representatives strove to limit 
central authority in such fields as foreign 
affairs, citizenship, external borrowing, 
agriculture and animal husbandry, mines and higher 
education ...48
Moreover, opposition from Ghana's President Kwame
Nkrumah, who claimed that a strong East African federation
would serve to fragment the continent did not improve the
negotiating atmosphere.49 By the end of 1963 the failure of
the federation was clear. The last session of the Working
Party was held in Kampala in May 1964, but the three
Presidents found that the political union they had advocated
so wholeheartedly was no longer feasible. It can be argued
that national interests developed guickly in East Africa
during 1963, as President Nyerere had prophesied:
We shall be increasing the number of human beings 
who have a personal interest in disunity - and 
because they are human beings most of them will be 
more conscious of the advantages of the present 
situation and the difficulties of change than of 
the long-term benefits which could come.^
The inability to achieve the goals of the Nairobi
Declaration brought both frustration and a new sense of
scepticism concerning the existing system of regional
cooperation. The chief target of criticism was in the field
of monetary policy. It was here that the most dramatic
signs of disintegration became apparent:
In the interest of East African unity we have 
waited for four years before taking any action to 
dismantle the East African Currency Board and to 
transfer monetary authority to government. This 
is a very great sacrifice for any country to make, 
and particularly for a developing country which is 
anxious to promote the development of its own 
monetary institutions.^1
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The East African Currency Board had remained intact
since independence due largely to Tanzanian willingness to
forego the benefits of control over a national currency
until permanent regional institutions could be established.
With the failure of East African federation, relations^
between the three countries deteriorated so far as to make
even the continued existence of the common services and the
common market doubtful. In the words of Minister Bomani:
I have no wish to indulge in recriminations of any 
kind, but I find it slightly incongruous that
Kenya should now seek to appear as the champion of
the East African monetary system. We in Tanzania 
were prepared to make an East African central 
banking system possible by participating in a 
federation. Kenya and Uganda were reluctant to do 
so. Since Kenya has discarded the idea of a 
federation, I would like to ask whether its
special pleading for the continuance of a common 
currency is really in the interest of East Africa 
as a whole . . . the exercise of control over
monetary matters is normally the exclusive 
prerogative of a sovereign Government.^
Through 1964 and the first half of 1965 Tanzania's
intention to create its own Central bank b e c a m e ^
increasingly evident and in June 1965 the three countries
announced (in Finance Ministers' budget speeches) their
intention to establish t h r e e ^  separate currencies and
Central Banks. The currency board report concluded:
Whatever the disappointment felt at the announce­
ments of 10th June, therefore the decision taken 
can be welcomed for facing realities and ending a 
long period of wishful thinking.^6
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1 .5 THE KAMPALA AGREEMENT: AN ATTEMPT TO REGULATE THE
COMMON MARKET
The common market in East Africa was essentially an 
example of laissez-faire integration.5  ^ Being de facto and 
largely unregulated, it came under attack. While the 
external tariff was common to the three countries, there 
were no tariffs on trade between them, and relatively few 
other restrictions on inter-territorial trade. Tariffs and 
certain other taxes were kept at the same level in each 
country. Tanzania and Uganda perceived that such existing 
mechanisms unduly favoured Kenya.
In fact, even after the Raisman Commission, Tanzania 
and Uganda continued to express their dissatisfaction over 
the operation of the common market, arguing that it created 
inequalities in development and imbalances in inter­
territorial trade. They resented Kenya's benefits and more 
rapid rate of industrialisation in the belief that it was 
due to the common market.
In support of the accentuation of the existing
disparities, Tanzania and Uganda frequently pointed to
inter-territorial trade statistics to show how the common
market had aided Kenya in establishing a dominant position
for itself in a manufacturing sector. Whereas Kenya's
exports to the common market in 1962 were 17,320,000 pounds
sterling, Uganda's and Tanganyika's combined exports
amounted to 9,446,000 pounds sterling. And the gap
continued to widen. Dharam Ghai concluded that:
taking the value of territorial exports as a 
criterion, Kenya has been the greatest beneficiary 
of the economic opportunities created by the wider 
East African market ...58
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Moreover, the Distributable Pool was seen as 
insufficient to correct trade imbalances and the system of 
industrial licensing, which had been continued through the 
transition period to independence, had failed to satisfy 
Tanzania's desire for a conscious regional effort to promote 
industrial growth in all three countries.
In the face of Tanzanian threats to withdraw from the 
common market, East African leaders met in Kampala in April 
1964 and again in Mbale in January 1965 to take corrective 
measures. The emphasis of the Kampala-Mbale Agreements was 
to encourage industrialisation in Tanzania and Uganda and 
redress unbalanced trade relationships. It sought the 
solution through the elimination of trade imbalances between 
the three countries.
In the Kampala Agreement there were five methods by 
which it was agreed the imbalances of inter-territorial 
trade could be rectified. These included: (1) increased 
production in a deficit country by certain firms which 
operated in two or more countries; (2) the allocation of 
selected major industries between the countries; (3) the 
application of a quota system to exports from a more 
industrially-advanced partner nation; (4) increased sales 
from a country in deficit in i nt er-territorial trade to a 
country in surplus; and (5) an agreement upon a system of 
inducements and allocations of industry to secure an 
equitable distribution of industries within the common 
market as a whole. A committee of Industrial Exports was to 
be appointed to determine which industries could be included 
in the quota system. As a result of the Agreement selected 
industries, such as those manufacturing motor tyres and
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tubes; radio assembly; and the manufacture of lorries and 
trucks were located in Tanzania. Uganda was to have bicycle 
manufacture and a nitrogenous fertiliser plant; and Kenya 
was given electric light bulbs.
The industries concerned were to be scheduled under the 
territorial Industrial Licensing Acts and each government 
had to arrange with the East African Industrial Council that 
an exclusive licence be given to a firm operating in the 
agreed territory. Certainly these measures were the most 
important and constructive aspects of the Kampala Agreement. 
Hazlewood spelt out the hopes on which these measures were 
built:
If they worked they would provide a way of main­
taining the benefits of the common market while 
offsetting its disequalising tendencies.^
Initially, shifts in production by inter-territorial
firms did occur and several new industries moved into the
countries designated by the agreement for exclusive
production rights. Tanzania and Uganda were permitted to
institute voluntary quotas on such products as beer,
cigarettes, shoes and galvanised iron in order to give them
an opportunity to build up their productive capacity and
reduce reliance on Kenyan exports. Yet Kenya, perhaps
annoyed by the impending collapse of the common currency
arrangements, never ratified the Kampala-Mbale Agreements
and soon undermined the industrial allocation provisions by
permitting the establishment in Kenya of a tyre factory
which should have been located in Tanzania.^0 Tanzania held
Kenya responsible for the failure of the Kampala Agreement^1
and in August 1965, Nyerere imposed unilaterally a series of
import restrictions, including quotas affecting 2,000,000
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pounds sterling of Kenya's p r o d u c t s ^  . These actions 
brought forth bitter outcries among common market partners 
and enhanced the perception of gradual East African disin­
tegration which had become increasingly widespread after the 
failure of the three countries to agree on a plan for 
federation.
In brief, the Kampala Agreement was not satisfactory to 
any country. Tanzania considered it ineffective and failing 
in its prime task of redressing East African trade 
imbalances. In Kenya, on the other hand, politicians and 
industrialists alike spoke resentfully of the hardships 
brought on by Tanzania's decision to invoke quota 
restrictions on a large number of items.
Because East Africa's Heads of Government were 
dissatisfied both with the drift towards disintegration and 
operation of the Kampala Agreement, they agreed to hold a 
number of meetings in late 1965 aimed at preserving the 
common market and common services. In September 1965 the 
three leaders decided to form a joint Commission headed by 
an independent Chairman - Kjeld Philip, a former Finance 
Minister of Denmark but then working for the United Nations, 
to undertake a comprehensive study of the problems faced and 
make new recommendations ' for continuing and strengthening 
East African cooperation'.63 Composed of three Cabinet 
ministers from each country in addition to himself, the 
Philip Commission was a 'vehicle for negotiation' rather 
than a dispassionate expert body^, and played a key role in 
bringing the parties toward the compromise finally reached 
with the signing of the Treaty on 6 June 1967.
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CHAPTER II
THE ESTABLISHMENT OF THE EAST AFRICAN COMMUNITY:
ITS INSTITUTIONS AND THEIR FUNCTIONS
2.1 THE TREATY FOR EAST AFRICAN COOPERATION1
In May 1966, the Philip Commission reported to the 
three Governments and, on the basis of its report, the three 
Heads of State signed the Treaty for East African 
Cooperation at Kampala on 6 June 1967. It became effective 
on 1 December 1967.
The Treaty dealt with all fields of cooperation between 
the East African countries, and in 1967 established the East 
African Community and, as an integral part of that 
community, 'an East African Common Market'. Its most 
obvious achievement was to place within one framework both 
the Common Services and the Common Market. 2 Thus, for the 
first time the Common Market acquired a solid legal 
foundation which hitherto had operated under a kind of 
gentlemen's agreement.^
The Treaty attempted to resolve the inequitable 
distribution of benefits of the East African Common Market 
and strike a balance between the interests of the three 
states. In this sense it combined economic with political 
integration:
The plain fact is that inter-territorial 
organisations are political in their inception, 
termination, and basic arrangements even if the 
conflict factor is minimised in their daily 
operations. The decision to establish an East 
African Community and the framework in which its 
activities will be carried on are the consequences 
of political bargaining.4
28
The Treaty was intended to put cooperation between the
Partner States on a firm footing of mutual® advantage, and
not simply to paper over the cracks in the old structure of
colonial relationships. The three East African countries
desired 'balanced development'^, and the Treaty was signed
in the belief that it would serve as an instrument in
achieving it through cooperation. The Treaty proclaimed the
principal aim of the Community to be:
to strengthen and regulate the industrial, 
commercial and other relations of the Partner 
States to the end that there shall be accelerated, 
harmonious and balanced development and sustained 
expansion of economic activities - the benefits 
whereof shall be equitably shared.”^
The most important matter which the Treaty attempted to deal
with was the distribution of benefits of cooperation. For
an integration scheme to survive, every member had to be and
remain satisfied with the distribution of benefits:
What it does is to lay down a realistic basis for 
the cooperation, on equal terms, of three 
sovereign states. Its provisions were negotiated 
by us all, taking into account the problems and 
the aspirations of each country, and our over­
riding recognition of the mutual benefit which can 
come from united economic action.®
Subsequently, the Treaty set up a formal structure for 
administering the Community institutions and provided 
measures to achieve an acceptable distribution of benefits 
of cooperation between the three states. The main features 
were: the introduction of a transfer tax to give limited
protection for industries in the less developed states 
against competition from those in the more developed; the 
establishment of an East African Development Bank (EADB) 
which was to allocate its investments disproportionately in 
favour of Tanzania and Uganda; the relocation of the
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headquarters for some of the Common Services, so that they 
were not concentrated in Kenya. The Treaty also declared 
the establishment of a common agricultural policy to be a 
long-term aim.
2.2 THE POLITICAL STRUCTURE, FUNCTIONS AND MAIN 
INSTITUTIONS OF THE COMMUNITY
The institutions of an administrative union can contribute
to economic integration by setting a framework in which
future disputes can be resolved. Although the East African
Community's machinery of cooperation generally reflected
territorial rather than inter-territorial interests, it
still possessed the capacity to play an important role in
furthering coordination. Thus, the looseness of the
arrangement and the stress upon sovereign equality of rights
and obligations left politicians in all three countries with
a great responsibility to negotiate their differences, as
although the Treaty introduced a number of important
innovations on both the administrative and economic sides,
in many respects^ it merely confirmed the already existing
arrangements of East African cooperation. In other words,
this document, like its predecessor the Kampala-Mba1e
Agreement, emphasised continuity with the past rather than
discontinuity, as well as endorsing national sovereignty:
The principle of sovereign equality is enshrined, 
since action still depends upon the unanimous 
agreement of the three heads of government.^®.
a ) The East African Community
As has been mentioned earlier, the East African 
Community was set up to strengthen and regulate the
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industrial, commercial and other ties among the three 
partners with a view to bringing about accelerated, 
harmonious and balanced development. To achieve these aims 
the Community strove to establish and maintain a common 
customs and excise tariff, abolish generally trade 
restrictions between Partner States, coordinate economic 
planning and transport policies, and establish in the long 
run a common agricultural policy.
The Community was basically economic, but, unlike its 
colonial and transitional predecessors, it specifically 
related economic decisions, policies and programmes to 
political process.-*--*- The Community's paramount concern was 
to preserve the contribution to economic development of the 
Common Market and Common Services while ensuring that there 
would be equitable distribution of the benefits accruing. 
What was, however, of significance in the Treaty was that 
for the first time it provided a machinery for the 
settlement of disputes.
(b) The East African Authority
From the functional point of view, firm executive 
control was retained^ by the three Heads of State who in 
terms of the Treaty and the Community collectively 
constituted the East African Authority. The Authority was 
responsible for the general direction and control of the 
performance of the executive functions of the Community. 
Moreover, it constituted the main link between the Community 
and the individual Governments; and the Authority's 
Chairmanship was by rotation.*-^ But, because the EA 
Authority could not give attention to day-to-day East
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African Affairs, a full-time political apparatus was 
created.
(c) The East African Ministers
One vital innovation was the introduction of three
Ministers whose sole preoccupation was with East African
Affairs.14 To assist the Authority in its executive
functions, three East African Ministers (and Deputy
Ministers) were appointed - one from each Partner State.
The East African Ministers replaced^ the cumbersome system
of ministerial triumvirates which existed under EACSO-*-^  and
were responsible to the Authority for the overall direction
of the Community. They generally advised the Authority on
affairs of the Community, dealt solely with East African
Affairs and were resident in Arusha (Tanzania)
This new institution was important because it provided
the three EA Ministers with more time to study East African
problems and take appropriate action in order to guarantee
effective Community operation among the Partner States:
These three men will be responsible to East 
Africa, and their concern will be to ensure the 
smooth running of all the institutions for 
cooperation. Their task will be a very important 
one; but I am convinced that they will receive the 
full cooperation of the Governments and the 
peoples of East Africa.1^
Apart from cooperating with the Authority, there was a 
'close working relationship between the East African 
Ministers and various national Ministers' 19 whose portfolios 
were connected with the services of the Community. 
Responsible primarily to the Community, in whose operations 
they acted collectively, the Ministers also represented 
national concerns and interests and sought to coordinate
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national policies concerning different aspects of East 
African Community Affairs. Although it was not mentioned in 
the Treaty, functional^® responsibilities were allocated to 
the East African Ministers: one was responsible for Common 
Market and Economic Affairs matters, one for Finance and 
Administration; and the third for Communications, Social 
Affairs and Research. Each Minister was supported by a 
secretariat.
Moreover, there was a Secretary General who was the 
head of the civil service of the Community and its Principal 
Executive Officer.21 And there was a Counsel to the 
Community who was the Chief Legal Adviser.
(d) The Central Secretariat
There was a Central Secretariat housed at Arusha, 
Tanzania, composed of three Secretariats (Finance and 
Administration, Common Market and Economic Affairs, and 
Communications, Research and Social Services), the Chambers 
of the Counsel to the Community and the Office of the 
Secretary General and the East African Legislative Assembly. 
Each Secretariat was headed by a Minister at political level 
and a Secretary at civil service level.
(e) The Councils^
Five ministerial Councils were established by the 
Treaty to provide executive direction to certain Community 
activities and advise the Authority on policy questions 
within their respective spheres. These were: the Common 
Market Council, the Communications Council, the Economic 
Consultative and Planning Council, the Finance Council, and
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the Research and Social Council. The three East African 
Ministers were members and each was Chairman of one or the 
other of the Councils. In addition, the national Ministers 
were members of Councils dealing in spheres related to 
matters coming under their national portfolios . 23 xt is 
significant that decisions in all five Councils required 
unanimity. If there were a failure to agree, the matter was 
referred to the Authority for a decision. The Councils 
provided a forum for policy formulation.
(i) The Common Market Council
This Council's main function^ was to supervise the 
operation of the Common Market provisions of the Treaty, and 
resolve disputes which arose from the implementation of the 
sections of the Treaty dealing with the Common Market. The 
Council was assisted in this function by the Common Market 
Secretariat whose duty was to keep track of trends in the 
regional industries and trade. If a Partner State felt that 
another Partner State was duplicating her industries and not 
following the provisions of the Treaty relating to the 
operation of the Common Market, then she submitted evidence 
to the Common Market Council. The Common Market Secretariat 
would then verify the evidence, and, if upheld, the Council 
issued a binding directive to the Partner State concerned. 
If, however, there was no unanimity in the Council, then the 
issue was referred to the Common Market Tribunal for 
arbitration.25
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(ii) The Communications Council
The functions of this Council were to oversee the 
development, capital, and other basic policy decisions of 
the East African Corporations - Railways, Harbours (these 
two are now separated) 26 ( Post and Telecommunications, and 
Airways - which were in turn responsible for their own 
operations and general management. Except for the already 
existing East African Airways, the Corporations became 
successors to the previous 'self-contained services' , 
administered by quasi-governmental bodies. The Council also 
received and considered information given by Corporation's 
boards, and in large respects it provided a forum for 
consultation on communication matters. Like all other 
Councils, the Communications C o u n c i l ^  Was subject to the 
ultimate control of the Authority; and the Treaty laid down 
explicitly that the Council would have special respon­
sibility to 'give effect to the directions of the 
Authority'.28
(iii) The Economic consultative and Planning Council
Its functions were to assist national planning by
consultative means and advise the Authority on long term 
planning of the Common Services. It was a purely 
consultative and advisory organ.
(iv) The Finance Council
This Council's functions lay mainly in consultation on 
major financial affairs of the Community, and it also 
considered and approved major financial decisions relating
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to the Common Services, including estimates of expenditure 
and any related loan and investment programme.29
Apart from the three East African Ministers, this 
Council included only the national ministers responsible for 
finance in the Partner States.30
(v) The Research and Social Council
This Council assisted 'by consultative means in the 
coordination of policies of the Partner States and the 
Community regarding research and Social matters'.31
(f) The East African Legislative Assembly
The former Central Legislative Assembly was succeeded 
by a smaller East African Legislative Assembly32/ with more 
clearly defined powers. The Treaty prescribed that the 
Assembly was to legislate on all matters of the Community!^ 
and receive annual reports from the Corporations. These 
included its financial affairs, administrative and general 
provisions for the collection of Customs and Excise, income 
tax and transfer taxes, civil aviation and meteorology 
research, staff of the Community, post and telecommuni­
cations, railways and harbours, industrial licensing, the 
Common Market Tribunal, and the University of East Africa. 
Any Bills passed by the Assembly had to go to the Authority 
for enactment. The Assembly consisted of 36 members, 
namely: the Chairman, the three East African Ministers, the 
three Deputy East African Ministers, 27 appointed members 
(nine nominated by each of the Partner States), the 
Secretary-General and the Counsel to the Community. All 
appointed members of the Assembly were required to vacate
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their seats when the legislatures of the States appointing 
them were dissolved.
(g) The Tribunals
Three^ judicial institutions were established: the 
Common Market Tribunal, the Court of Appeal for East Africa, 
and the East African Industrial Court. The Tribunal was 
designed to play the most direct role in community affairs, 
either by hearing cases brought by member States^ 
concerning alleged violations of Common Market provision of 
the Treaty or by giving advisory opinion requested by the 
Common Market Council. While the Tribunal had authority-^ 
to make binding decisions over disputes arising out of the 
provisions of the Treaty and could act when and if the 
Common Market Council failed to settle differences, this
important adjudicative function was never adequately 
fulfilled. 37 Indeed, until the Community collapsed, the 
Tribunal failed to resolve a single case. The position of 
the other judicial organs was more narrowly defined. The 
jurisdictional competence of the Court of Appeal continued 
to be determined by the laws of each state and the 
Industrial Court could only rule on industrial disputes. 3 3
(h) The Common Services
Kenya (Nairobi)^ was the headquarters of the inte­
gration scheme, all four Corporations (three before the 
break-up of the East African Railways and Harbours into two) 
having their headquarters there. Most of the institutions 
undei the General Fund Services^® were also based in Kenya,
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and so was the Secretariat of the East African Common 
Services Organisation. It is obvious that all the spill­
over effects^! of these institutions with their headquarters 
in Kenya went to benefit Kenya.
In order to redress the imbalance in Common Services, 
the Treaty provided that all self-contained services would 
be formed into public corporations, and that there would be 
redistribution of the Corporation's headquarters, all of 
which had been in Nairobi. The new Corporations were to be 
under the control of a board of directors. A measure of 
decentralisation was introduced into the administration of 
the services, and there were commitments to favour the less 
developed partner States, some in general and others in 
specific terms.
Thus, after breaking up EA Railways and Harbours into 
two Corporations and after establishing a new institution, 
the East African Development Bank, the headquarters for the 
six major institutions of the EAC were divided up as 
follows: Tanzania was given the headquarters of the East 
African Community, that is, the Secretariat and the head­
quarters of the EA Harbours Corporation, at Arusha and 
Dar-es-Salaam respectively. Kenya was to host the head­
quarters of the EA Railways Corporation and the EA Airways 
Corporation, U g a n d a ^  those of the EA Post and 
Telecommunications Corporation and the EA Development Bank:
The concentration of the expenditures of the 
common services in Kenya had for long been 
objectionable to Tanzania and Uganda. The 
agreement on re-location together with the 
establishment of the East African Development 
bank, gave each partner the headquarters of two 
community institutions, with a consequent 
redistribution of their income - generating 
expenditures and the employment they provided in 
favour of Tanzania and Uganda.43
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Through this arrangement, it was believed that at least 
a geographical distribution of the major Community Services 
had been achieved, and that each country would be able to 
benefit from the spill-over effects. All four newly created 
East African Corporations were now required to conduct their 
business according to 'commercial principles' under the 
immediate supervision of a board of directors. The position 
of the non-self contained services (GFS) was altered little 
by the Treaty. All community services were to obtain 
financial support from the General Fund. The Fund's revenue 
was to come from the same tax sources that had maintained 
the Distributable Pool although the fixed percentage 
contributions which had led to surpluses under the EACSO 
were replaced by a formula designed to ensure that the money 
collected would approximate authorised Community 
expenditures.
In addition to reallocating the headquarters, maximum^^ 
decentralisation was recommended in respect of the four 
corporations in order to allow greater flexibility and 
response to territorial needs, give each partner state a 
closer connection with the administration of the services, 
and shift some expenditures to the regions. Some scholars 
concluded that this decentralisation process involved an 
unquestioned sacrifice on the part of Kenya^^ , with the 
transfer of the Harbours and Post and Telecommunications 
headquarters from Nairobi to Dar-es-Salaam and Kampala 
respectively.
Indeed, the rationale for this exercise was to give a 
symbolic feeling of sharing the services and to redistribute 
the benefits accruing from the physical assets and
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employment opportunities. Certain prominent Kenyan
officials too did not view the redistribution of the Common
Services as a great sacrifice for Kenya:
I don't think that Kenya has sacrificed a great 
deal . Past conditions were heavily loaded in our 
favour, and we had to achieve a unanimity between 
the three countries. The Treaty gives Tanzania a 
certain amount of prestige, as the Treaty 
Secretariat will be in Arusha, and as formerly 
EACSO headquarters were in Kenya ...46
Each Partner State was required to provide funds for 
the overall administration and development of the 
corporations. This scheme was bogged down by financial 
losses of the corporations and by difficulties of trans­
ferring funds which left the Partner States indebted to each 
other.
2.3 THE EAST AFRICAN COMMUNITY - AN ECONOMIC ANALYSIS
The three pillars of the Community were the Common 
Market, the Corporations and the General Fund Services. 
From its inception, the EAC was a unique form of integration 
in Africa, in two senses. One, it evolved from a long past 
of colonial history, dating back to the Berlin and Brussels 
conferences. Two, the integration scheme comprised communi­
cations and transport, that is, the four corporations: the 
East African Railways Corporation (EARC), the East African 
Harbours Corporation (EAHC), the East African Post and 
Telecommunications Corporation (EAP&TC) and the East African 
Airways Corporation (E A A C ) . Nowhere in Africa^7 had a 
similar integrated model of services:
Integration attempts in other parts of the world 
have generally tended to focus on the common 
market aspect. Ours, however, goes far beyond 
this; there is no other group in the whole world 
where three sovereign states own railways,
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harbours, post and tele-communications and air 
travel services jointly to mention only a few of 
the common services in the community.48
All three aspects of the Community, however, have had some 
strengths and shortcomings. During the last four years the 
shortcomings were more obvious and politically sensitive^ 
which eventually led to the collapse of the Community. Some 
of the commonest problems were: (a) the unequal distri­
bution of benefits with Kenya as the traditional largest 
beneficiary; (b) the national orientation and the different 
paths of development of the Partner States which tended to 
increase controversy; and (c) the shortage of foreign 
exchange in the Partner States which created problems of 
transferring funds from one country to another. These were 
real and substantial problems, evident also in varying 
intensity in other regional schemes in the Third World. 
However, these problems were actually mere symptoms of much 
more fundamental causes to which we now turn.
(a) The Common Market: A Brief History of its Operation 
before the Treaty
Inter-state Trade
The main problem with the Common Market had always been 
the inequitable distribution of its benefits. Early 
problems were connected with the protective tariffs which 
were meant to encourage local production in East Africa as a 
whole, but in fact encouraged local production and hence 
industrial development in Kenya only. These policies were 
considered to be the early cause of uneven economic 
development of the three countries.
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After the Second World War, the uneven economic 
development arising from earlier trading policies became so 
obvious that the High Commission decided to establish an 
Industrial Council which would operate an industrial 
licensing system, intended to induce industries to set up in 
East Africa by regulating competition. However, the Council 
lacked the authority to enforce its decisions, and as a 
result nothing was achieved.
The uneven economic development went on unchecked into 
the 1950s, and Uganda and Tanzania grew more and more 
unhappy with the arrangements because Kenya was making big 
strides in industrial development and monopolising inter­
state trade by exporting more to partners than she bought 
from them.
The common external tariff was intended to protect the 
infant British industries based in Kenya from competition 
from other industrial countries. The free movement of 
manufactured goods within East Africa was designed to 
facilitate the flow of manufactured goods from Kenya to the 
rest of East Africa. Hence the so-called Common Market^ 
was and had always been restricted to the protection of 
manufacturing industries. Primary commodities in their raw 
or-semi-processed form had mostly been for export, and never 
part of the common market.
The import-substitution industries in East Africa had 
traditionally been mainly geared to the higher income 
urban-based market and biased against rural mass-based 
markets.51 An analysis of the commodity composition of East 
African imports shows the predominance of luxury and
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semi-luxury manufactured goods and a bias against inter­
mediate and capital goods. Table 1 provides a breakdown of 
East Africa's trade on the basis of the Standard 
International Trade Classification (SITC). The Table shows 
that:
(i) There was a predominance of exports of raw 
materials (as shown in sections 0 and 2 in the 
second column).
(ii) Imports from outside East Africa consisted 
mainly of machinery and transport equipment, 
manufactured goods and chemicals (Section 7, 6 
and 5 in the third column).
(iii) Regional trade in column one consisted mainly of 
manufactured goods (section 6), food and live 
animals (section 0) and fuels (section 3).
The initial arrangement of the Common Market also 
provided for the free movement of capital, allowing manu­
facturers and financiers to invest anywhere in East Africa 
while permitting an unrestricted flow of profits, first to 
Kenya, where the regional headquarters of most businesses 
were, and finally overseas. Most manufacturing industries 
were based in Kenya because of their early connection with 
the White settlers. There was little incentive to establish 
them in Tanzania and Uganda because those markets could be 
conveniently reached through the Common Market arrangements 
and the reasonably good transport system between Nairobi, 
northern Tanzania, the Dar-es-Salaam area and the Kampala- 
Iringa area.
In 1956 the value of Kenya's exports as a percentage of 
regional trade was 58.9 percent, in 1965 65.3 percent and in 
1974 78.4 percent. This pattern of trade showed increasing 
concentration of industries in Kenya. 52 fact, in 1964,
Kenya had a favourable balance of inter-state trade
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amounting to 290.5 million, whereas Uganda and Tanzania had 
trade deficits of 79.1 million and 211.4 million 
respectively.5 3.
By 1966 the gap of uneven development had become
unbearable to the other members:
But as far as the relative development of industry 
is concerned, Kenya has developed fastest. 
Tanzania and Uganda have served as markets for 
this growing industry and hence have been 
important incentives and catalysts for the 
promotion of the manufacturing industry in 
Kenya.54
Attempts to redress the imbalance through the Distributable 
Pool recommended by the Raisman report in 1961 and the 
Kampala Agreement in 1964 had failed, partly because 
implementation was half-hearted, and partly because the 
measures were fundamentally ineffective. Moreover, even 
before the East African Community was created, there were 
numerous trade restrictions^ and also many intra- 
cerritorial agreements on preferences.
(b) The Re-Shaped Common Market
The major benefits of integration were only to be 
secured if the stability of the market could be relied upon. 
But long-term stability was unlikely unless all partners 
were satisfied that their long-term interests were best 
served by remaining within the Community. Thus, in order to 
regulate the operation of the so-called Common Market, 
promote balanced industrial development and achieve an 
equitable distribution of benefits between the partner 
states, the Treaty of 1967 introduced a w i d e ^  range of new 
regulatory measures.
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Within the Common Market itself, the Transfer Tax 
System, the East African Development bank and a system of 
fiscal harmonisation of incentives were proposed to assist 
in correcting the imbalance of regional trade and industrial 
development.5^
(i) Transfer Tax
The Transfer tax was essentially a special kind of 
legalised inter-state tariff58 applied by Tanzania and 
Uganda against some Kenya goods under certain conditions. 
Transfer taxes could be imposed only if a partner state was 
in deficit in manufactured goods with the other two partner 
states, and only on manufactured goods58 a country was 
producing or would produce within three months on a 
significant scale, that is, 15 percent of its domestic needs 
or a value of output of £ 1 0 0 , 0 0 0 . The rate of tax was at 
the discretion of the tax-imposing country, but it could not 
exceed 50 percent^ of the common external tariff for the 
product in question (the Community maintained a common 
customs and excise tariff), and expired, unless earlier 
revoked, eight years after the date it was first imposed.
The prevailing pattern of interstate trade in manu­
factured goods at the time of the Treaty was such as under 
the rules to allow Tanzania to impose transfer taxes against 
Kenya and Uganda, and Uganda to impose them against Kenya. 
Kenya, being in surplus in interstate trade, could not 
impose any transfer taxes. The objective was to encourage 
industria1isat ion8  ^ and foreign capital in Tanzania and 
Uganda. The introduction of transfer taxes was a retreat 
from the full Common Market; it was conceived as a temporary
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device, was due for review after five years, and was to be 
revoked 15 years^ after its launching. If a domestic 
protected industry managed to export 30 percent of its total 
sales to the rest of East Africa, then the transfer tax 
would be removed. The argument for this regulation was that 
an industry able to produce that much was already protected 
or competitive.
Furthermore, other provisions of Article 20 limited the 
items to which the tax could be applied, both to ensure that 
it would be used to promote the growth of domestic industry 
and to prevent the replacement of East African exports by 
cheaper goods from outside the Community. The transfer tax 
was supposed to be the only restriction on inter-community 
trade - but some infant industries protection was also 
allowed.
The aim, in a nutshell, was to encourage location of 
industries in the protected market since imports in such a 
market would be more expensive and, in addition, such 
industries would be sure of a market of at least two 
countries, if not three; and hopefully this would not cause 
import demands from the partner states to be directed to 
non-East African sources. Although the transfer tax 
represented a slight departure from free 'internal' trade, 
it was not supposed to and, according to Common Market 
spokesmen, 'has not interfered with the free flow of trade 
and is therefore behaving as envisaged by the signatories of 
the Treaty' .64 Far from introducing 'other restrictions' on 
interstate trade, the Treaty under Article 12 provided for 
the removal of some previous restrictions. Indeed, 
Article 16 provided a further incentive to the flow of trade
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by recognising that practices such as discriminatory
purchasing, that is, giving preference to foreign goods when
suitable goods of East African origin were available on
comparable terms, were incompatible with the Treaty.
Although certain Kenyan goods were subject to transfer
tax in both Uganda and Tanzania, the transfer tax was much
less disruptive of interstate trade than the pre-Treaty
quota and quantitative restrictions:
A major provision of the Treaty, the transfer tax, 
was more restrictive than anything that had 
existed under colonialism but was justified on the 
grounds that it would foster a more equal distri­
bution of industry within the Community. 5^
The launching of the Treaty in 1967 did not lead to a rapid
internal expansion; indeed in 1968 and 1969, it was less
than in the two immediate pre-Treaty years. Interstate
trade in manufactures increased between 1967 and 1970,
disproving arguments that transfer taxes would decrease
interstate trade in manufactures. In 1967, interstate trade
amounted to 32.8 percent of the value of Kenya's total
domestic exports, and 16.3 percent and 4.9 percent for
Uganda and Tanzania's exports respectively.^ in absolute
terms, the imbalances in trade, especially Kenya's surplus
vis-a-vis Tanzania and Uganda, were larger in 1970 than in
1967; while Uganda's surplus with Tanzania changed to a
deficit. Uganda's transfers fell because she relied on too
few products, the main one - cotton fabrics - was severely
restricted in Tanzanian markets and, to some extent, there
was increased production capacity in Kenya. Indeed, in the
aftermath of the coup, Uganda directed most of her exports
to countries outside East Africa to finance the 'Economic
War', including, especially, procurement of military
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hardware. Despite attempts to change this pattern, Kenya's 
percentage share of the market continued to increase; in 
1973 it had 74 percent, while Tanzania and Uganda had 
16 percent and 10 percent respectively. In 1974, interstate 
trade amounted to 1,259/- million of which Kenya accounted 
for 966.7/- million, compared to Tanzania (217.6/- million) 
and Uganda (75.5/- million).67 Uganda's imports from Kenya 
of goods subject to transfer tax more than doubled during 
1973. Kenya's negative external trade was mainly a result 
of the structure and magnitude of her internal demand and 
production. Her enormous surplus in interstate trade helped 
her offset huge deficits in trade with the rest of the 
world. The transfer tax had on the whole not hindered trade 
in East Africa and, because of many preconditions and 
complications, it failed to increase revenues in Tanzania and 
Uganda:
The conditions under which tariffs were to be 
imposed were quite restrictive so much so that 
only a small percentage of intra-regional trade 
was affected and as a result, only little revenue 
was realised by the deficit countries from this 
tax.68
Even a Community seminar held at Makerere University, 
Kampala, in June 1972, was of the opinion that although the 
transfer tax had not adversely affected the volume of 
interstate trade, it had 'not achieved its primary goal of 
promoting new industrial development in those partner states 
which are less industrially developed'.69
Hence, the absence of a machinery to allocate 
industries on an East African basis led to duplication of 
industries which competed for the Common M a r k e t . ^  
Moreover, the independent industrial policies of the partner
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states and the transfer tax system fostered the
proliferation of small and medium-sized industrial units
which were aimed at exporting to the East African Market.
Thus, President Nyerere, in a speech to the East African
Legislative Assembly, pointed out that:
Each of the Partner States goes ahead of its 
own, trying to interest foreign firms or foreign 
governments in such a project ... So we have the 
absurd position where both Kenya and Tanzania, in 
partnership with competing foreign firms, set up a 
tyre factory - each of which requires the whole 
East African market to be economic.^
In reality, the Treaty mechanisms did not prevent a
multiplication of plants where there was a very substantial
loss of scale economies. It should be remembered that
Kenya accepted imposition of the transfer taxes in exchange
for the r e m o v a l ^  of quantitative restrictions; and while
the taxes restricted interstate trade (as compared with the
situation at the time of the Treaty), they represented a
substantial liberalisation.
As a result of this the relative importance of the 
Common Market for the exports of the partners declined. 
Table 2 shows the trend between 1964 and 1973.
There had been a marked decline in Kenya's exports to 
her partners from 39 percent in 1965 to 24 percent in 1973. 
Tanzania's share has remained relatively steady, but Uganda 
has recorded a sharp decline since 1971.
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Table 2
THE RELATIVE IMPORTANCE OF THE EAST AFRICAN
COMMON MARKET AS A DESTINATION OF
EXPORTS OF EACH PARTNER STATE 
(IN PERCENTAGE *)
Year Kenya Tanzania Uganda
1964 35 7 13
1965 39 9 14
1966 27 6 16
1967 33 5 14
1968 31 5 12
1969 31 6 12
1970 31 8 10
1971 32 10 8
1972 27 6 4
1973 24 7 4
Source: Computed from Annual Trade Reports 1964-73.
* The percentages do not include re-exports
(ii) The East African Development Bank
Another new instrument for pursuing 'equitable 
distribution' was the East African development Bank. The 
Bank was to be financed equally by the Partner States, with 
the expectation that further funds would be obtained from 
outside. It was to promote industrial development, give 
priority7  ^ to the relatively less industrially developed 
Partner States, and finance economically technically viable 
projects which would make the economies of the three states 
more complementary. 1 I n d u s t r y ' ^  was defined to mean 
manufacturing, assembling, and processing, but excluded 
building, transport or tourism. The Bank was required in a 
five year period to favour Tanzania and Uganda by investing
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38 3/4 percent of its resources in each of them, and only 
22 1/2 percent in Kenya.75 Theoretically at least, this 
bias was a step forward, but the Bank has had difficulties 
in realising its objectives due to limited funds. The 
initially authorised capital of 400 million shillings^ was 
small compared to an average annual industrial investment 
for the whole of East Africa of about 4,000 million 
shillings. Nor did the Bank achieve its supplementary role 
of financing projects 'designed to make the economies of the 
Partner States increasingly complementary in the industrial 
field' .
Between 1969 and 1972, about shs.46.5/- million, 
representing 34 percent of total commitments, had been 
invested in Uganda, shs.54.7/- million and shs.35.2/- 
million, representing 40 and 26 percent, in Tanzania and
Kenya respectively.77
Although agriculture is the backbone of economic 
activity in East Africa, the Bank did not provide for 
investment in it. The Treaty was very inexplicit vis-a-vis 
agriculture.78 Regarding the aim and extent of cooperation, 
it stated the intentions of the three partners to establish 
a common agricultural policy, but did not make clear whether 
the aim was free trade in agriculture or structural change.
Because of limited capital, the EADB was confined to 
minority participation with private and public enterprises, 
and was unable to initiate independent projects. The Banks' 
operations were therefore directed to the individual states 
as the Treaty stipulated, and it was not able to determine 
or influence the kind of industries to be established. 
Indeed, up to the end of 1975 its total investments were
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little more than twice the original contributions of the 
Partner States.
However, with increased capital and a regional 
industrial coordinating machinery, the Bank could have been 
an important institution for promoting complementary 
industrial development.
The parties also elected to continue the East African 
Industrial Licensing Council through 1973 or until a new 
system could be established, and agreed to develop 'a common 
scheme of fiscal incentives towards industrial development' 
to prevent disruptive competition for new foreign 
investm e n t . ^  The arrangement never materialised, however, 
and Kenya continued to be favoured in terms of industrial 
development.
(iii) The Harmonisation of Monetary and Fiscal 
Policies
The third measure provided by the Treaty to tackle the 
problem of imbalance was the harmonisation of monetary and 
fiscal policies. Provision was made for coordination of 
monetary and fiscal policy among the relevant national 
institutions. More concretely, the Treaty guaranteed 
freedom of currency transactions between the Partner States 
without exchange charges. Currency notes received within 
East Africa for payments of current accounts were^0 freely 
exchangeable. Nevertheless, because of the long-held view 
that Kenya 'drained' funds from the other states, the Treaty 
specifically allowed control for capital account exchange.^ 
Under certain conditions, a country facing serious balance 
of payments difficulties could obtain loans from Community
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members with whom its trade was in deficit, and could impose 
quantitative restrictions on its imports from Community 
members - if it imposed at least as stringent quantitative 
controls on external imports. Moreover, the three countries 
undertook to maintain a common customs tariff in respect of 
all goods imported into East Africa from foreign countries, 
and to abolish any differences in either the external 
customs tariff®^ Qr the excise tariff which would hinder the 
proper functioning of the Common Market.
As regards inter-territorial trade, the Treaty 
guaranteed freedom of transit of goods transferred from one 
partner state to a n o t h e r . ^  Apart from the transfer tax 
system there were no internal tariffs or quantitative import 
restrictions®^ on locally produced goods®®. However, a 
number of exceptions were made to this rule. The Treaty 
allowed each state the right to impose quantitative 
restrictions against the transfer of certain agricultural 
products®^ which were basic staple foods (such as maize, 
rice, wheat and beans) or major export crops (such as coffee 
and cotton), subject to special marketing arrangements.
Apart from the above, one of the purposes of the 
harmonisation of policies was to maintain freedom of trade 
between the members and prevent other policies from inter­
fering with the operation of the unified market. 
Subsequently, the Treaty required that any trade deviation 
resulting from the imposition of transfer taxes should be 
corrected®® , and that deviations resulting from barter 
agreements between a Partner State and a foreign country 
should be rectified. Government and Community imports were 
exempted from customs duties if not for re-sale to the
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public. Also, goods provided under economic aid 
arrangements were dutiable if to be transferred outside the 
Partner State receiving the aid. And no Partner State could 
negotiate tariff concessions with a foreign country that 
were not available to the other Partners.
(c) Industrial Imbalance
Immediately after the EAC was established, the Common 
Market Secretariat commissioned a study on the possibility 
of establishing EA Industries. These were to be large scale 
industries to benefit from scale economies by producing 
basic and intermediate goods for the whole of East Africa. 
The report of the study was submitted to the economic 
Consultative and Planning Council, a sister council to the 
Common Market Council; however, the recommendations were not 
accepted. Had they been, the three countries would have 
made a significant step towards solving the problem of 
industrial imbalance among t h e m T a n z a n i a ' s  stand 
concerning the Common Market during the meetings of the East 
African Treaty Review Commission was that the idea of East 
African industries be written into the Revised Treaty but 
Kenya was not enthusiastic. In fact, negotiations on the 
revised Common market were stalled by Kenya's refusal to 
accept the idea of Common Market industries.
The provisions of the Treaty, aimed at improving the 
Common Market were ineffective as the following Tables show:
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T a b l e  3
EXPORTS TO PARTNERS AS % OF A 
COUNTRY'S TOTAL EXPORTS
1965 1966 1973 1 9 7 4
T a n z a n i a 8 5 7 8
U g a n d a 13 13 4 3
Ke n y a 38 34 24 23
S o u r c e : C a l c u l a t e d  f r o m d a t a  o b t a i n e d  f r o m  A n n u a l  T r a d e
R e p o r t s .
T a b l e  4
IMPORTS FROM PARTNERS AS A % OF A
COUNTRY 1 S TOTAL IMPORTS
1965 1966 1973 1 9 7 4
T a n z a n i a 25 20 10 6
U g a n d a 29 29 40 39
K e n y a 11 9 5 3
S o u r c e : C a l c u l a t e d  f r o m d a t a  f r o m A n n u a l  T r a d e R e p o r t s .
T h e  f o l l o w i n g  c a n  b e  d e d u c e d  f r o m  t h e  t wo  T a b l e s .  F i r s t ,  
K e n y a  a s  a n  e x p o r t e r  h a d  t h e  b i g g e s t  s h a r e  o f  t h e  E a s t  
A f r i c a n  m a r k e t  b o t h  b e f o r e  a n d  a f t e r  t h e  e s t a b l i s h m e n t  o f  
t h e  EAC; a n d  w a s  i m p o r t i n g  v e r y  l i t t l e  f r o m  t h e  P a r t n e r s  
b o t h  b e f o r e  a n d  a f t e r  i t s  f o r m a t i o n .  S e c o n d ,  T a n z a n i a ,  a s  
a n  e x p o r t e r  r e m a i n e d  r o u g h l y  t h e  s a m e  b e f o r e  a n d  a f t e r  t h e  
e s t a b l i s h m e n t  o f  t h e  C o m m u n i t y .  H o w e v e r ,  h e r  r o l e  a s  a n  
i m p o r t e r  d e c l i n e d  n o t  b e c a u s e  s h e  i m p o r t e d  l e s s  f r o m  t h e  
P a r t n e r s ,  b u t  b e c a u s e  h e r  i m p o r t  v o l u m e  ( m o s t  o f  w h i c h  c o u l d  
n o t  b e  m e t  b y  p r o d u c t i o n  i n  E a s t  A f r i c a ) ,  i n c r e a s e d  m o r e  
t h a n  i m p o r t s  f r o m  P a r t n e r s .  On t h e  o t h e r  h a n d ,  U g a n d a ' s
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role as an importer from the Partners had remained the same 
as before the Treaty, but increased after the establishment 
of the Community. We can get a better picture of the 
situation by considering the three countries' share in 
intra-regional trade in the following tables:
Table 5
PERCENTAGE SHARE IN INTRA-REGIONAL 
TRADE AS AN EXPORTER
1965 1966 1973 1974
Tanzania 13 10 16 17
Uganda 22 23 9 6
Kenya 65 67 75 77
Source: Calculated from data from Annual Trade Reports.
Table 6
PERCENTAGE SHARE IN INTRA-REGIONAL
TRADE AS AN IMPORTER
1965 1966 1973 1974
Tanzania 37 36 32 30
Uganda 37 39 44 49
Kenya 26 25 24 21
Source: Original data from Annual Trade Reports.
Considering the situation both before and after the 
establishment of the EAC, Kenya's balance in intra-regional 
trade showed a big surplus, increasingly at the expense of 
Uganda. Tanzania's contribution towards Kenya's surplus in
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intra-regiona1 trade has remained substantial. Thus,
attempts to redress the industrial imbalance were
unsuccessful because of the unwillingness of the more
advanced Partner to accept efforts to redress it:
. . . there is a large imbalance between Kenya and 
her neighbours, such that the Common Market 
primarily consists of unbalanced bilateral 
trade-flows between Kenya and Tanzania and Kenya 
and Uganda, with Kenya well ahead of both in terms 
of 'industrialisation' and trade balances.90
The Common Market did not produce a significant change
in the structure of int ra-reg iona 1 trade. Liberalisation
continued to be the motive force of the EA Common Market,
and Kenya persistently acquired more benefits than other
partners. As the lopsided industrial development continued,
the Common Market became of marginal benefit to its members.
It failed to produce what was needed by most people in East
Africa. This is evidenced by the low level of imports from
each other:
the contention is that despite some laudable 
efforts to reduce the inherited inequalities, it 
has proved impossible to reverse the trend whereby 
Kenya's level of economic growth has accelerated 
and completely outpaced those of its partners.91
Because Kenya continued to enjoy more benefits than the two
partners, and did not allow measures which would have
redressed the industrial imbalance, Tanzania and Uganda
became more bitter against her.
In short, even under the new arrangements the Treaty
did not resolve the basic problem, which had confronted
economic cooperation in East Africa ever since
industrialisation began. President Nyerere was hopeful when
he stated:
We can, therefore, look again at this question 
of industrial allocation, without the complication
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of trying to make it serve purposes other than the 
national use of our Common Market.92
It is unfortunate that his expectation was not fulfilled
because of Kenya's reluctance to accept 'equitable
redistribution' of regional industries. Perhaps one can see
the truth of Mr James Gichuru's statement, Kenya's Minister
for Finance, after publication of the Treaty:
We were selfish to the extent that we had to 
safeguard our own country ... It was quite a 
tug-of-war.92
It can certainly be argued that even after the creation of 
the EAC, Kenya's 'spirit' of tug-of-war and selfishness 
towards her partners continued, and Tanzania and Uganda 
continued to derive little benefit from Common Market 
operations; and strong resentment against Kenya and constant 
strain among the Partners continued until the Community 
collapsed in 1977:
The difficulty has always been that the benefits 
of this greater growth have tended to be concen­
trated in Kenya and so far we have been totally 
incapable of rectifying this except by narrow 
autarchic policies which may have benefited us 
but, if so, then certainly at the expense of 
growth in East Africa as a whole.9^
(d) The Corporations
A large part of transport and communications in East 
Africa was operated by the corporations of the Community. 
They were among the largest business enterprises in East 
Africa, and together provided a significant part of total 
activity within the monetary economy, and of total wage- 
employment. While about 5 percent of total employment in 
East Africa was in Community service, nearly 90 percent of 
it was with the corporations.95 Prior to 1967, all four
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corporations had their headquarters in Kenya. The Treaty 
also provided for decentralisation of some corporation 
activities from headquarters to the regions, and development 
projects to be undertaken by them were to be biased towards 
the less developed members.
Despite the removal from Kenya of the headquarters of 
two of the corporations, and the decentralisation measures, 
the bulk of the activities of all the corporations remained 
in Kenya. The headquarters of the Harbours corporation was 
in Dar-es-Salaam, but Mombasa remained the largest port; it 
employed about half the Community's 12,000 dockworkers in 
1971 and its tonnage was 6,350,000 as against 
Dar-es-Salaam's 2,790,000.^6 Kenya spent much East African 
Harbours Corporation money on buying expensive equipment 
exclusively for Mombasa, and unilaterally established a post 
of Deputy Director General in Mombasa, who was an authority 
unto himself and encroached on the power of the 
headquarters. Despite the Treaty provision that the Board 
of Directors and Communications Council were to give special 
consideration to capital development of harbours in 
Tanzania, more capital development was undertaken in Mombasa 
than in Tanzanian ports. This was achieved through refusal 
by Mombasa harbour authorities (a) to transfer all head­
quarters facilities to Dar-es-Salaam; and (b) to remit funds 
to headquarters (allegedly in retaliation for Tanzania's 
refusal*^ to send money to the EARC headquarters in Nairobi, 
although actually the money was used to further expand port 
facilities in Mombasa).
The headquarters of the East African Post and 
Telecommunications moved to Kampala but Nairobi remained the
60
'nerve c e n t r e ' ^  of the Corporation - with most of the
installations and the source of most purchases:
But the problem has been complicated because Kenya 
has always felt that EAPT headquarters would be 
more effective and efficient if it was located at 
Nairobi, which is a natural communications centre, 
with much better facilities. Kenya has always 
tried to keep as much of the infrastructure in 
Nairobi as possible.^9
Up to the collapse of the E A C , the Corporation was still 
more or less as at the time of writing the Treaty in 1967. 
Most of the technical services, for example, revenue and 
accounting services, were still being done in Nairobi.
Of all the Community corporations, the EA Railways 
Corporation had been saddled with the most unworkable 
machinery for management and central direction. The Treaty 
called for the establishment of strong and functionally 
comparable regional railway headquarters - including revenue 
and accounting services in each of the three countries. 
Decentralisation of the EARC would have meant that revenue 
formerly collected by the headquarters would have been 
collected by the regions, and decisions as to how to spend 
it would have been made by them.
Through delaying tactics, revenue and accounting 
services were not established in the regions for a number of 
years. Tanzania decided unilaterally to establish her own 
revenue and accounting services around 1974. Then the 
problem of how much money should be sent to the headquarters 
and for what services rendered to the region arose; it was 
felt that headquarters was asking for more money than 
necessary for either paying for services rendered the region 
or for maintaining the headquarters.
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The new Corporation inherited not only the railway
assets and liabilities but also the problems of the old East
African Railways and Harbours administration which were soon
intensified. Competition from road haulage had for long
been a problem for the railways:
In any case road competition is something which 
the Railways have always had to deal with. The 
Railways are very much at a disadvantage with 
regard to setting tariffs. By law they have to 
publish their tariffs, and these tariffs often 
remain unchanged for years. Road transporters on 
the other hand do not have to make their tariffs 
public . . .100
The traffic from Mombasa to Nairobi, particularly in 
petroleum products, was of great importance to the railways.
With road transport constrained by licensing and the bad 
state of the Mombasa-Nairobi road, it was possible to make 
large profits on it, to offset losses on other traffic. 
However, in 1968 a new tarmac road between Nairobi and 
Mombasa was compl’eted. At the same time the practice of the 
Kenya transport licensing authority was changed, and 
licences for operating on the new road were given much more 
freely. An extensive road haulage of petroleum products 
soon developed:
The Railway problems go deeper still. There are 
now big competitors carrying the rail traffic.
Over the last ten years the Road Transport 
Licencing Board registered 17,947 heavy 
trucks . . . Most of these trucks compete directly 
with the railways in carrying goods to and from 
Mombasa, the most profitable railway route.^-^
But the design and construction standards of the road were
inadequate for this traffic, and as a result the road
surface began to disintegrate and accidents proliferated.
The railways were assisted in their competition with road
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transport by the imposition of axle-load restrictions by the 
Kenya Ministry of Works.
Another effect of the road transport expansion was the
diversion of high-rated traffic from the railway. Although
the volume of traffic carried and total revenue continued to
rise, the revenue per unit of traffic declined, and the
railways became increasingly unprofitable. In order to
compete with road transport, the railway reduced its tariff
in 1969, and the effect of this reduction in charges was
supplemented by the carriage of oil supplies for the
Tanzania-Zambia railway construction. But the reduction
diminished the profitability of petroleum traffic and
adversely affected the financial position of the railways,
at a time when large debts had to be serviced and there were
heavy depreciation charges on new equipment. A surplus of
shs.3 million in 1966 had become a deficit of shs.8 million
by 1967 and increased to shs.26 million by 1970.-^2 But
society was now subsidising the Kenyan businessman who owned
most of the road vehicles, and nobody seemed to realise that
the railways were a Community Service. The axleload
restrictions were quickly taken off for they interfered with
vested interests of the 'well-placed Kenyans' who had
invested much in vehicles:
In 1968 a group of Kenya road transporting 
firms, including some owned by important 
politicians, did just that in an effort to get the 
petroleum transport business. The Railways rate 
for transporting petroleum products at the time 
was 37 cents per ton per mile. The private firms 
approached oil companies and offered to transport 
oil at 32 cents which represented a considerable 
reduction in transportation costs to the oil 
companies . -*-^3
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The Corporation's difficulties reached crisis dimensions in 
1973. Ironically, it was the attempts, initiated by 
Tanzania to decentralise the activities of the Corporation 
in the matter suggested by the Treaty that started the 
arguments and counter-arguments that Tanzania wanted to 
break up the EARC. Indeed, the problem of the railways was 
exacerbated by different perceptions of the guestion of 
subsidy.104 Because of its heavy traffic on the Kenya- 
Uganda line, Kenya felt that it was subsidising the more 
extensive and less intensively used Tanzanian railway 
system. On the other hand, there were grounds to think of a 
change in the pattern of cross-subsidisation. Tanzania
believed it was subsidising the Kenyan Corporation system 
because of Uganda's economic difficulties and the reduction 
of traffic on the Kenya-Uganda line resulting from Kenya's 
import restrictions. Tanzania's belief was encouraged oy 
the construction of the Tanzania—Zambia Railway (TAZARA) 
which provided additional traffic over part of Tanzania's 
Corporation system. Tanzania also believed that Kenya had 
allowed excessive road competition because it retained the 
benefits while the less developed countries shared the 
railway's losses.
Rumours that Tanzania was to withdraw from the 
Corporation coincided with a hold-up in transfer of revenue 
from Tanzania and Uganda to its Kenya headquarters, partly 
for reasons connected with foreign exchange control. By 
August 1974, the financial position of the Railways 
Corporation had deteriorated so much that a Select Committee 
of the Legislative Assembly was appointed to examine its 
operations:
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The biggest of the railway's problems have 
been financial . . . But there has also been a 
crisis of confidence which has created its own 
difficulties, not least in the inevitable effect 
on the morale of the railway staff.105
During the same period, the press alleged large scale
corruption and dishonesty in the railway administration, and
in June and July 1974 railway workers struck over the
delayed payment of wages. VJhen the Select Committee
submitted its report in June 1975 (the result of nearly a
year spent studying the railway system) , it' also came up
with allegations of gross mismanagement and dishonesty. 1 ^
These allegations led Mr Joseph Nyerere, a Tanzanian member
in the EA Legislative Assembly, to express Tanzania's
frustration with the whole Kenyan-run rail set-up, when he
spoke of 'mismanagement and complete lack of financial
control' and of 'unexplained money rackets connected with
the Corporation's top brass'.107
Unfortunately for the Corporation, 1974 was also the
year of phenomenal increase in the price of oil, raising its
fuel bill from shs.32 million in 1973 to shs.129 million in
1974108, with an estimated expenditure for 1975 of
shs.176 million. Indeed, in 1974 the Corporation's
financial position was so bad that it could not buy enough
spare parts to keep its services in full operation:
The East African Railways is grinding to a halt.
For lack of spare parts passenger services in 
Kenya have been suspended indefinitely. Goods 
services may soon be adversely affected . . .At the 
present, the main issue over which the public is 
concerned is the lack of spare parts for the 
Railways . l®^
During this period too the Corporation was required to 
increase salaries to its workers at an additional cost of 
shs.36 million. These sums could not be paid from the
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estimated increase in Railway revenue of approximately 
shs.156 million which accrued to the Corporation from the 
two tariff revisions made in 1974.
It was against this background, and the salaries crisis 
of January and February 1974, that the Communications and 
Finance Councils of the Community met in July 1974 to work 
out new financing machinery not only for the Railways but 
also for the other Community Corporations. It was agreed 
that transfers of funds should resume and each partner State 
* should inject loans of shs.30 million into the Railways, and
subsequently contribute a further shs.20 million each. If 
the Railways Corporation were not to be dissolved, at least 
there would be a very wide degree of decentralisation.
Regarding East African Airways Corporation, the Board 
of Directors and the Communication Council were to ensure 
that future development would be sited in Uganda and 
Tanzania, with priority being given to Uganda where a 
workshop for the overhaul of piston engines and a main­
tenance and overhaul base for Friendships, piston engined 
aircraft were to be established. But up to the collapse of 
the E A C , all maintenance and repair work continued to be 
done in Nairobi. Of all the four Corporations, this was the 
most highly centralised^-^ and, as a result, when Kenya 
decided to ground the aircraft in January 1977, Tanzania 
with the largest airspace for domestic flights and greatest 
number of towns served by the Airways, was caught with its 
'pants down' . The EAA was also infected with dishonesty, 
incompetence and structural mismanagement, which added to 
the difficulties of the capital shortage.
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The 1967 Treaty provided for a new order in the 
integration scheme as regards the Corporations, but imple­
mentation of it had been met with feet-dragging from Kenya, 
the beneficiary of the former arrangements, and confron­
tation demands from the Partners who would be the 
beneficiaries of the new arrangements. A tense situation 
had been generated and it degenerated into the collapse of 
first the EARC, then the EAAC and finally the EAC itself.
As regards the Corporations as a whole, the less 
developed Partners always felt that Kenya had more than a 
fair share of the development of assets. This feeling was 
exacerbated by ignorance of the extent of the EA Community's 
assets in each of the three countries, and by the study 
conducted in 1975 by Cooper and Lybrand on behalf of the 
World Bank^l^ which revealed that overall Kenya had the 
greatest share of assets.
In conclusion, we can say that 'the distribution' of 
the Corporation's headquarters after the Treaty, whether 
measured by revenue, expenditure, or employment, did not 
significantly change the old pattern of sharing benefits. 
While the Treaty was expected to rectify the historical 
imbalance against Tanzania and Uganda, it perpetuated the 
inequities.
(e) The Transfer of Funds Crisis (1973-75)
The problem of transfer of funds for the Corporations
started with the EARC in 1973, but was aggravated by the
balance of payments crises which began in 1972, and became
worse in each succeeding year:
During this period it is important to note that 
the balance of payments of each of the Partner
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States suffered considerably mainly because of 
external forces. The energy crisis and the 
ensuing period of inflation hit us very hard. 
Devaluation, revaluation, inflation, deflation, 
recession, drought, all had an impact in one form 
or another on the economies of the Partner 
States.113
It is also significant that in 1973 the East African
Income Tax Department was dissolved as a Community
institution. Subsequently, in a situation of foreign
exchange squeeze, the Central Banks and managers of foreign
reserves queried any request for the transfer of large sums
between partners. A genuine solution (pro rata formula of
transferring funds) to the transfers from the regions of the
Corporations to the headquarters was reached at a joint
Finance and Communications Council meeting held in Arusha in
July 1974-114, ancj in the Mtei11  ^ Committee Report of January
1975, but this formula often entailed delays:
Ever since 1974 we have attempted to find 
solutions to the questions of transfer of funds 
and although at various times agreements were 
reached, implementation became difficult . . . With 
the passage of time it has become more difficult 
to resolve these issues but not impossible.11^
In most cases, the problems occurred between Kenya and
Tanzania and Kenya and Uganda, but hardly ever between
Uganda and Tanzania. On the surface, the problem
essentially involved foreign exchange. At the end of 1974,
Kenya had a foreign exchange deficit of shs.1,000/- million,
and claimed that she was using her foreign exchange to run
the EAC Corporations. Kenya then stopped making remittances
and said that unless there was a basic reason for the
transfers, which the headquarters should justify, the funds
should not be transferred. The less developed Partners then
68
refused to send more than the absolutely necessary amounts 
to Kenya.
It is noteworthy that in 1968, Kenya received from the 
other partners 352.9 million shillings!^ in respect of the 
four Corporations, but used only 189.17 million shillings 
for international payments. In 1972 she got 154.0 million 
shillings from her Partners and used only 33.15 million 
shillings for international payments, in the period when all 
three countries were in a critical foreign exchange 
situation. Because of Kenya's position, the other partner 
states wanted to know exactly for what purpose their money 
was used. Kenya's explanation that the money had been used 
for headquarters expenses was not satisfactory; its partners 
demanded that the decentralisation process be speeded up. 
The partners' anger with Kenya can be appreciated because in 
1972, for instance, they registered a negative balance in 
both interstate and international flows, while Kenya 
realised a good surplus in overall transactions.
The combined effect of the EAC Corporation's flows and 
flows in respect of interstate trade made the balance of 
payments position in respect of the integration arrangements 
much worse for the less developed partners, as Table 7
shows.
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Table 7
BALANCE OF PAYMENTS POSITION IN RESPECT 
OF INTEGRATION ARRANGEMENTS
Tanzania Kenya Uganda
Balance of interstate
trade (1968) -212.0 +282.00 - 70.0
EAC Corporations Flows 
(1968) -246.4 +163.63 -106.4
Total 1968 -458.4 +445.63 -176.4
Balance of interstate
trade (1972) -199.00 +386.00 -187.00
EAC Corporation Flows 
(1972) -159.54 +120.85 -175.57
Total 1972 -358.54 +506.85 -362.57
Source: EA Community
We can also get a
Study.
better picture of the situation by
considering some of the Corporations which have data with
regional breakdowns.
Table 8
EAAC OPERATION STATISTICS - 1974
DOMESTIC FLIGHTS (Percentage)
Tanzania Kenya Uganda
Passenger load factor 65.6 61.2 32.6
Weight load factor 62.6 50.3 37.5
Source: EA Economic and Statistical Review.
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Table 8 shows that Tanzania had the highest passenger load 
and weight load factors for domestic flights, with Kenya 
following closely in terms of passenger load factor. Uganda 
was far behind both its partners. This shows that Kenya was 
slightly favoured over Tanzania in its available capacity 
and that Uganda was very much favoured. But nobody seemed 
to draw attention to the latter because Uganda was a passive 
partner.
Table 9
EAHC OPERATION STATISTICS - 1974 
(Percentage)
Ships Net Cargoarrived tonnage Imports Exports
Mombasa 52.9 5 6.6 58.8 67.8
Tanzania ports 47.1 43.4 41.2 32.2
Source: Economic and Statistical Review.
Table 9 shows that more business was done at Mombasa harbour 
than at the three Tanzanian harbours combined, and as a 
result Kenya acquired more benefits than Tanzania. This is 
explained, however, by the fact that in addition to Kenya, 
Mombasa also served land-locked Uganda as well as Northern 
Tanzania. Moreover, with her well developed facilities, 
with 16 berths operating as opposed to 10 berths for 
Dar-es-Salaam in 1976, Kenya's business throughout was bound 
to be larger.
Regarding the distribution facilities of the EA Post 
and Telecommunications, Kenya was more favoured than other 
partners as the Table below shows. This represented quite a
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contrast with the relative population sizes and areas of the 
three countries. Because it had the greatest area and the 
biggest population in East Africa, Tanzania should have got 
a greater share of the postal and telecommunications 
services. On the contrary, it was Kenya which took the 
lion's share of the services and Uganda was even worse 
served than Tanzania.
Table 10
POPULATION AND LAND AREA DISTRIBUTION - 
EAST AFRICA (Percentage)
Area Population
Tanzania (Mainland) 53.3 37.3
Kenya 33.2 33.9
Uganda 13.5 28.8
East Africa 100 100
Source: EA Economic and Statistical Review.
Table 11
DISTRIBUTION OF POSTAL AND TELECOMMUNICATIONS
FACILITIES - 1974 (Percentage)
Tanzania Kenya Uganda
Post Offices at year end 34.9 39.2 25.9
Public Call Offices 38.9 43.8 17.2
Subscribers 26.5 53.0 20.5
Telephone Stations 27.0 53.0 20.0
Source: EA Economic and Statistical Review.
72
(f) The General Fund Services
The General Fund Services of EACSO all continued under 
the Community, but with new financial arrangements. Prior 
to 1967, most of the institutions which fell under the 
General Fund Services were based in Nairobi. With the 
coming into force of the Treaty, most of the institutions 
which provided auxiliary services to the Common Market and 
the Community Secretariat moved to Arusha. H 8  For lack of 
office accommodation, some departments remained in Nairobi, 
but were to be shifted to Arusha once construction of the 
headquarters complex had been finished. The technical units 
of institutions like the EA Directorate of Civil Aviation 
and the East African Meterologica1 Department remained in 
Nairobi, while the administrative units moved to Arusha.
With regard to the East African Customs and excise 
Department, the East African Income Tax Department 
(dismantled in 1973), the EA Directorate of Civil Aviation 
and the EA Meteorological Department, the Treaty called for 
the establishment of regional posts in each Partner State. 
Though these posts were established, the incumbents were not 
as powerful as the Treaty provided for. Difficulties of 
implementing decentralisation measures were often aggravated 
by the reluctance of the headquarters to relinquish powers 
to the regions.
Financing the General Fund Services was a controversial 
issue during the life of the EAC. The Distributable Pool, 
which financed the General Fund during the time of EACSO, 
was replaced in June 1969119 by another source of finance 
which also provided the non-self-contained services with an 
independent source of finance. Up to 1973, the main sources
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of finance for the General Fund Services were revenues from 
import duty, excise duty and, until dissolution in 1 9 7 3 ^ 2 0  
of the East African Income Tax Department, from income tax. 
Table 12 shows the role of these three sources in the 
General Fund Services. Other sources were loans and grants 
from the United Kingdom and contributions from the Partner 
States and other institutions both within East Africa and 
abroad.
Table 12
MAJOR SOURCE OF REVENUE TO THE GFS (Mill.Shs)
1971/72 1972/73 1973/74
(1) Import Duty 84.7 116.0 151.8
(2) Excise Duty 53.8 85.3 86.3
(3) Income Tax 32.2 31.6 -
(4) Total 170.7 232.9 238.1
(5) Total 'GFS Expenditure 296.5 319 .0 363.0
(6) (4) as percentage of (5) 58% 73% 66%
Source: EA Economic and Statistical Review.
From the abolition of the Income Tax Department to the
collapse of the community, an interim formula-^! was used 
for financing the General Fund Services. In April 1974 the 
Finance Council agreed that the percentage contributions for 
the GFS should be based on average customs and excise 
collections of the previous three years. This resulted in 
Kenya paying 48.14 percent, Tanzania 31.32 percent and 
Uganda 20.54 percent.
Available data^22 show that of the shs.518.6 million 
surplus realised by the EAC Corporations in 1973, 
shs.284.5/- million or 55 percent was realised from
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operations in the Tanzania region. The corresponding
figures for Kenya and Uganda were shs.185/- million
(36 percent) and shs.47.6/- million (9 percent)
respectively. In 1974, shs.286.9/- million or 51 percent
was the contribution of the Tanzania region to the total
surplus of shs.756.6/- million.
Tanzania's Finance Minister put it in perspective in
his 1975/76 Budget speech:
Comparing revenue and surplus generated in 1974, 
it can be observed that for every shs.100/- of 
revenue from Community operations in Kenya 
shs.75/- is swallowed by expenditure. For the 
operation in Uganda expenditure absorbed 88/- out 
of every shs.100/- of revenue. In the case of 
operations in Tanzania expenditure absorbed only 
net of shs.56/- of each shs.100/- of revenue. In 
other words, although 51 percent of total 
Community surplus is generated in Tanzania, the 
expenditure in Tanzania is only 21 percent of her 
total expenditure in the three countries compared 
to 56 percent in Kenya and 17 percent in 
Uganda.123
It is certain that Kenya received more than she
contributed.124 t o  qUOte Silas Munabi (Ugandan), then EAC
Deputy Minister for Common Market and Economic Affairs:
. . . although Kenya contributed more to the funds 
of the GFS, the Community's expenditure in Kenya 
had, all along been more than Kenya's
contribution, and the Community's investments in 
Kenya were more than in both the other 
partners.125
In short, even after the relocation of the General Fund 
Services, the situation regarding benefits was unchanged. 
The greater part of the local expenditures made by the 
services continued to benefit Kenya. Thus Tanzania and 
Uganda became yet more resentful of Kenya.
On the other hand, the General Fund Services were the 
least involved in problems. While a good number of the 
institutes which provided auxiliary services to the
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Corporations and the Common Market were rendered useless by 
the collapse of the latter, most of the Research Institutes 
survived.
(g ) Assessment of the Treaty
The signing of the Treaty was a remarkable achievement 
in East African cooperation. It was an act of high states­
manship for three countries to withdraw from the brink of 
disintegration^-^ and agree to continue and codify the 
common arrangements and, in several directions, extend them. 
The provisions for the Common Market and the Common 
Services constituted East Africa as one of the most advanced 
areas of regional cooperation^27 an(3( if fuiiy implemented, 
would have provided the basis for continued exploitation of 
economic gains from integration.
President Kenyatta once told Kenya's National Assembly:
... we have gone a step further than any other 
Common Market - indeed, here lies the reason for 
calling ourselves an East African Community and 
not just a Common Market or a mere Economic 
Community.128
By preserving the main structure of economic 
cooperation in East Africa, the agreement provided a 
springboard from which an even closer unit could be 
fashioned, involving perhaps a full Common Market and 
possibly political integration. There was also hope that 
the Treaty could become the basis for a wider East African 
Community, perhaps including Zambia.
The advantages and disadvantages of the Partner States 
were very well balanced. Kenya gained in the sense that the 
Common Market was retained but lost because the freedom of 
trade which she used to enjoy in the past was curtailed.
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Kenya also lost from changes in the Common Services though 
not to the extent of outweighing the economies of continued 
operation of the services in common. And her gains from the 
EA Development Bank were uncertain. On the other hand, 
Tanzania and Uganda benefited from the continuation of the 
Common Services - as well as benefited from their operating 
economies, and hoped to enjoy new benefits from their 
decentralisation. They also expected to get some
differential benefit from the operations of the E A D B . 
However, Tanzania and Uganda lost in the fiscal redistri­
bution through the Distributable Pool, and with the 
operation of the Common Market they gained little out of the
new arrangements.^ 29
In short, the Treaty demonstrated the desire for
continued and extended cooperation for the three countries.
It was expected to rectify the old pattern of unequal
division of gains and create 'equitable redistribution' of
benefits between three East African States:
The East African Treaty does not inaugurate 
Federation; neither does it inaugurate an economic 
Utopia. What it does do is provide a very strong 
and firm foundation for mutual cooperation and 
development, on the basis of equality, between the 
Partner States.130
Unfortunately, mutual cooperation and equality between the 
Partner States were never achieved. We have also seen from 
the preceding sections certain tendencies like the transfer 
of funds crisis which indicated that theory and practice 
were at variance:
However, the gap that might still remain is 
between the aspirations of the Treaty for East 
African Cooperation, and the implementation of the 
Treaty, unless the three Partner States are 
prepared to undertake far reaching 'supra­
national' decisions, on some of the lines
I
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indicated or similar ones, for the sake of the
entire region.^ l
In conclusion, we can say that the Treaty of 1967 did 
not bring any significant change to the partners. Rather, a 
bargaining situation occurred in East Africa which gave 
Kenya more benefits than the others. Because of this 
phenomenon, Tanzania and Uganda were always in conflict with 
Kenya - thus straining their working relationship in the 
EAC.
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CHAPTER III
DIVERGENT POLITICS AND THE COLLAPSE OF THE 
EAST AFRICAN COMMUNITY
It is true we hear a lot about the problems of the 
East African Community. And indeed they do exist!
It would be quite possible for some academic to 
write a book about them! But to what end? The 
thing about problems of international cooperation 
is that they get solved if the will to cooperate 
is there. In East Africa I think we can claim 
that this will for united action does exist ...1
Six years after Nyerere's November 1970 speech, the
political will to sustain regional cooperation in East
Africa disappeared and the way was open for academics to
write their books on the problems of the East African
Community.
Problems of the East African Community started long 
before the Ugandan Coup of 1971. All the measures agreed 
upon in the Treaty involved a lot of bargaining among the 
three partner states. On several occasions the Community 
came near to total breakup but was pulled back from the 
brink by a realistic recognition of mutual self-interest. 
However, after a period of predictions regarding its 
demise, the East African Community finally collapsed in mid 
1977. It was eaten away by petty political concerns 
compounded by major economic problems. Why did this happen?
Hints to an answer come from President Nyerere who, in 
reviewing ten years of Tanzania's relations with other East 
African countries after the Arusha Declaration, stated:
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Unfortunately, political developments in Uganda, 
and a number of unilateral transgressions of the 
Treaty by P^ enya, have put the Community in 
jeopardy ... Our colleagues neither had, nor have, 
the desire for real cooperation.2
Apart from these hints, the Community was also beset with
other problems which are discussed hereunder.
3.1 CONFLICTING IDEOLOGIES
Probably the most widespread problem involved the 
divergent ideologies of Kenya and Tanzania, most specifi­
cally in economic development. In 1967 Kenya perceived 
itself as following a capitalist policy towards an economy 
thoroughly infused with Western capital, foreign investments 
and technology. Tanzania, on the other hand, had 
increasingly pursued a socialist strategy as articulated by 
President NyerereJ Uganda is frequently included on the 
socialist side of the divergence even though no ideology was 
clear during Amin's^ military regime. Because Tanzania 
vigorously pursued its socialist development programs which 
were in contrast to Kenya's capitalist development strategy, 
tensions and stresses were magnified:
Ideological differences, national interests, 
and personality clashes have whittled away the 
Community which was to have been the foundation of 
a united East Africa. Kenya, with a free enter­
prise system, has prospered more than Tanzania, 
whose socialist economy is geared toward income 
distribution and land reform.^
Tensions within the Community were clearly exacerbated by 
the growing ideological distances between the partner 
states, and limited what could be agreed. For instance, 
some of the obvious disintegration occurred before 
Tanzania's and Kenya's development strategies had become
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divergent. The breakup of the common currency and the East 
African Tourist Association were cases in point. The 
University of East Africa was divided into three national 
universities in 1970, but proposals to split it had started 
as early as 1966. These occurrences can be attributed to 
the centrifugal forces of nationalism.
Moreover, from 1967 to 1975, the ideological 
divergences grew. Kenya's capitalism became more elitist 
and authoritarian.^ In Uganda, President Obote's attempt to 
move to the left led to the Amin coup.7 Tanzania - like 
Kenya - tended to pursue the trends evident in 1967, thus 
widening the Kenya/Tanzania ideological division.
The break-up of the Income Tax Department in 197 3 had 
both nationalist and ideological motivations. On several 
occasions the Department had been criticised for being too 
bureaucratic, inefficient and needing to be decentralised. 
It was also argued that the contribution to the Department's 
revenue was unequal among the partners. Kenya contributed 
more than the other partner states because she had more 
private firms that were subject to income-taxation.^ In 
addition to this, there was an ideological argument. 
Tanzania wanted to introduce a more egalitarian income tax 
system which would tax more heavily people in the higher 
income bracket. Kenya, on the other hand, desired a tax 
system which would provide greater incentives to private 
investors. These changes could not be implemented without 
dismantling the Income Tax Department which had hitherto 
imposed a uniform income tax structure for all three
countries:
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While it is clear that the interests of harmon­
isation and integration are best served by a 
unified tax administration it must be remembered 
that harmonisation of policies is in any case 
hindered if one or more partner states believe 
that the pursuit of their national interests is 
unduly obstructed by participation in a particular 
common institution.^
While conflict in ideologies can hardly be ascribed as 
the cause of the collapse of the Community, it was a symptom 
of the illness.
3.2 AMIN'S COUP IN UGANDA - 1971
Apart from incongruous ideologies, the Community 
suffered a serious setback.when General Idi Amin overthrew 
Uganda's President Milton Obote on 25 January 1971. Obote 
fled to Tanzania where President Nyerere branded the new 
Ugandan leader a 'treacherous Army Commander' and his 
government 'an illegal regime, which had no excuse for 
staging a revolution'.
Amin's coup led to a recurrence of political crisis
between Uganda and Tanzania, and later Uganda and Kenya,
thus creating a new challenge to the East African system.
Nyerere emphatically refused^ to recognise Amin as the
Head of Uganda and he blocked the latter's appointments to
top EAC positions. Far more serious was the fact that
President Nyerere refused to convene the East African
Authority with Amin in power:
Since January 1971 Uganda and Tanzania have been 
almost in a state of war, and on a number of 
occasions there have been open hostilities between 
them. Nyerere's initial military and political 
support for ex-President Milton Obote, and more 
especially his refusal to recognise the legitimacy 
of Amin's regime, has made it impossible for the 
East African Authority - made up of the three
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Heads of State - to meet and sort out the 
differences which have hampered the smooth 
functioning of the Community.-^
Not only had the Authority provided needed direction for
Community institutions, but without it such basic operations
as approving the EAC budget became more difficult. Although
new procedures were devised to circumvent the problems and
make the Community operational (by obtaining the agreement
of the members individually)-**^, serious damage had clearly
been done to the cohesiveness of the organisation.**^
Indeed, the atmosphere was not conducive to the smooth
operation of the Community, let alone the progressive
extension of cooperation which was necessary for its
success.
The conflict between Uganda and Tanzania led to the
closing of the common border between the two countries,
suspension of internal flights between them by the East
African Airways and there were minor incidents along the
border.-1- The fact that hostile military engagements took
place between two partner states unquestionably complicated
the Community's efforts to solve problems and raised
ques- ions about institutional legitimacy. Amin refused to
sigr the EAC Appropriations Pill**^ and Tanzania, in
reta iation, refused to allow Ugandans to enter their
offices in the EAC headquarters:
The political and administrative difficulties 
resulting from this bilateral encounter were 
evident in the struggles over appointments, the 
functioning of the East African Authority, 
appropriations, and communications and trans­
portation links. This crisis cast a shadow over 
Community operations, as appointments to high 
Community office required the joint agreement of 
the three East African heads of State sitting 
together. ** 7
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Indeed, the friendship between Nyerere and Obote exacerbated
already bad relationships . 18 The situation deteriorated in
September 1972, when Obote's supporters launched an attack
on Amin from Tanzania. The dispute was temporarily settled
by October's Mogadishu Agreement, but no direct reference
was made in the pact to Obote ' s future in T a n z a n i a . ^
Nairobi's East African Standard identified what was to
become an ongoing source of Ugandan-Tanzanian friction:
If Dr Nyerere ... insists on providing a haven 
for Mr Obote it is doubtful if he will receive 
much in the way of cooperation from Uganda.20
Tension continued into 1973 and again spilled over into
EAC operations as Tanzania and Kenya became increasingly
apprehensive about the safety of their nationals employed by
Community corporations in Uganda. With the sudden
disappearance of Kenyan employees of the East African
Railways Corporation, the tone of the East African Standard
became more resentful of Uganda.21 Community Unions pressed
for repatriation of Kenyans working in Uganda and boycotts
of Ugandan goods and services were threatened.
By the end of 1973, Kenya's dominance in regional trade
had actually increased since the Treaty came into force.
This was due in large measure to the collapse of the
manufacturing sector of the Ugandan economy under Amin's
unsuccessful policy of 'Ugandanisation'. The Ugandan
economy steadily deteriorated: the production of cash crops
decreased and the manufacturing sector was practically
halted. The elite were exterminated and administration
broke down - thus creating unprecedented problems for the
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EAC. The coup of 1971 almost completely cut off Uganda from
playing a meaningful role in intercountry cooperation:
As Uganda's economy regressed precipitously 
towards subsistence levels, its contribution to 
Community economic activity became minimal. 
Meanwhile, the regime's shortage of foreign 
exchange caused it to curtail extra-regional 
imports so severely that Uganda's contribution to 
Community finances through tariff revenue fell 
dramatically.2 2
The Industrial Licensing Council had failed to promote the
growth of efficient regional industries and was not renewed
in 1973. By 1974 and especially in 1976, the political
conflicts between the partners were escalating. They eroded
actual and perceived gains from Community operations, and
this behaviour led to deep pessimism. Bolstering the EAC
under those conflicts required agreement on new
initiatives - such as on industrial incentives, road
transport, technology and consultancy which would be more or
less evenly divided. But such initiatives were not attained
after 1971, because Uganda ceased to be an effective
participant in Community discussions and as a result the
balance of the Community's tripartite structure disappeared:
The Uganda coup had created a situation in 
which political guidance for, and approval of, 
long-term proposals was not forthcoming. Without 
Ugandan participation, the political triangle of 
the Community evaporated. Package deals
negotiated between Kenya and Tanzania were not 
much use if no Ugandan agreement was foreseeable; 
while the absence of Uganda weakened both Kenya's 
will to negotiate and Tanzania's bargaining 
position.
In short, the most important consequences of the coup to the 
EAC's survival were that the Uganda/Tanzania counter-weight 
to the Kenya/Uganda trade and transport axes was never 
re-established. Because Amin did not deal in long term
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strategy, and no-one else in Uganda dared to, formal 
planning in industrial policy and fiscal harmonisation 
stopped dead. Furthermore, the strategy of balancing gains 
through expansion was not achieved after 1970. 
Kenya/Tanzania negotiations lagged because EAC decisions 
required unanimity; and neither country saw the point of 
negotiating agreements because a Uganda vacuum would prevent 
any action. As more of Uganda's import trade shifted to 
procurement from Kenya, the relative value of the Tanzania 
market to Kenya declined. Finally, once the EAC no longer 
encompassed the Corporations, the Kenyan port and railways 
exploited Uganda with much less restraint. All these 
tendencies, begun in 1971, became serious by 1973 and grew 
steadily worse thereafter. They eroded gains from the EAC, 
blocked the move toward more planned economic regionalism 
sought by Tanzania, and reduced the apparent costs of 
breakup to Kenya.
3 . 3 CENTRIFUGAL FORCES OF NATIONALISM AND UNEQUAL DIVISION 
OF GAINS
One of the main problems among the partner states was
the competition for benefits within the East African
Community. More specifically, Tanzania and Uganda demanded
equitable distribution of gains in the Common Market and
Common Services which had been concentrated in Kenya:
Suffusing any analysis of the Community is the 
overriding reality of Kenyan supremacy. While it 
is of course impossible to say what would have 
been had events evolved differently, it is 
indisputable that the economic data for Kenya is, 
and has been, uniformly positive, especially in 
contrast to Tanzania or Uganda.24
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If the perception of the partners is that there are gains 
for all, then the problem of distribution becomes less 
sensitive because the bargaining will be about how much 
better-off each shall be. On the other hand, when a 
regional scheme is not able to generate adequate benefits 
for all the members the problem becomes more sensitive and 
controversial.
Up to 1967 Tanzania had always perceived herself as a
net loser. It saw the 1967 changes in redistribution as an
opportunity to break even and to actually make net gains
from future development on a balanced basis of coordinated
production and trade. Uganda tended to be unsure if she
gained or lost absolutely, but saw Kenya taking the lion's
share as a quid pro quo for enjoying joint control over
access to the sea. Kenya, on the other hand, had always
been the largest 'gainer' and perceived herself as such.25
Kenya's argument was that she had earned her gains and was
therefore willing to make only limited concessions to
greater equality. The statement by Mr J. Odero-Jowi, a
Kenyan who was then the East African Minister for Finance
and Administration, demonstrates Kenya's reluctance to
achieve equitable redistribution:
When the Treaty for East African Cooperation was 
signed by the three Heads of State, it was not 
intended that any of the partner states would have 
to halt its development so that all the three 
nations could start developing at the same 
rate.26
After 1967 the Common Market was a fiction - the Treaty made 
no provision for the free movement of labour or capital 
within the region. Moreover, new developments arose which
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complicated the functioning of the Common Market. Of
particular importance were the activities of the State
National Trading Corporations in all three countries. These
organs exerted varying degrees of control over import and
export trade and, by a variety of means (such as outright
refusal to import from certain sources), interfered with the
freedom of intra-regional trade.27 As time passed, the East
African Common Market became less important and failed to
meet the requirements of the partner states:
In conclusion, the stagnation (and ultimate 
collapse) of the East African Common Market can be 
traced to the three sets of problems discussed 
above. These are: rivalry for the benefits of 
commonly controlled enterprises, divergent 
political structures of the member states and, 
finally, variation in economic development among 
the member countries.28
Likewise, the performance of the common services was marred
by financial losses, administrative problems and the
difficulties of transferring funds. The combined effect of
these problems produced one of the most heated debates among
the partner states on every aspect of cooperation. But
basically it boiled down to the question of 'who got what
and how much from its cooperation?':
It cannot be too strongly stressed that East 
African economic cooperation is a matter of 
politics as well. But, idealism and defence 
considerations apart, politics is very much 
concerned with who gets what. The less satis­
factory are the economic aspects of cooperation, 
the more strain will be placed on the purely 
political motive which is undoubtedly a factor of 
continuing importance in relation to East African 
cooperation.29
Furthermore, sometimes there were national based demands 
which were not necessarily for the action as a whole, but 
were articulated and expressed by particular personal
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interests. In the life of the Community, for example, there
had emerged a class of African businessmen in alliance with
international big business and a bureaucratic class which
was also in alliance with international concerns. Both of
these classes were capable of manipulating and influencing
the state machinery to enhance their particular interests.
Their state was closely related to the nation-state but
sometimes their interests were in direct competition with
regional public concerns. While personal interests were not
the causal factors of the Community's death, they played the
role of catalyst in its demise.
In short, the whole focus of 1967-73 proposals and
dissents, conflicts and agreements, negotiations and
actions, crises and resolutions, was on the problem of
unequal distribution of costs and benefits. By 1975-76,
all parties perceived that their benefits from the EAC were
smaller than in 1967 or 1971. Indeed, the division of gains
was a contentious subject in the life of the Community, and
the crisis strained relations of the partner states until
the organisation collapsed:
Failure to attain an effective means of resolving 
this problem soured the atmosphere in which the 
Community operated and certainly contributed to a 
lack of domestic support for the continuation of 
regional cooperation. This issue, in combination 
with ideological divergence, caused the partner 
states increasingly to perceive the Community as 
irrelevant to their development needs, and found 
expression in their unwillingness to harmonise 
economic policies.30
Thus, unequal distribution of regional gains did not itself 
precipitate the collapse of the Community, but the problem 
played a key role to its demise.
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3.4 BALANCE OF PAYMENTS PROBLEMS
Debts arising from interstate transactions had to be 
settled in foreign exchange.31 The Treaty provided that a 
state in surplus in interstate trade could extend credit to 
one in deficit, but these were to the advantage of Kenya 
which relied on a surplus in interstate trade to balance her 
deficit in external trade.
Since 1971 the interchangeability of East African 
currencies was stopped. This situation created additional 
strain on the partner's overall balance of payments.32 jn 
1972 there were some improvements, but the situation became 
more serious in 1973-74 due to the five-fold increase in the 
price of oil and large food imports as a result of drought 
conditions which hit many parts of Africa during this 
period - including East African countries.
Foreign exchange was perpetually in short supply 
because the price of raw materials (which were the foreign 
exchange earners for the three partners) sold to the 
developed countries was always lower compared to the price 
of manufactured goods. The prices of both exports and 
imports were determined by the metropolitan countries except 
in the case of oil.33 jn East Africa, for example, the 
terms of trade had been declining every year. From 1964 to 
1972 the import prices increased by over 40 percent while 
the prices of exports increased by only 3 percent. This 
meant that there was an annual loss of 475 million shillings 
over that period. 34-
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Certainly, the scarcity of foreign exchange, in part, 
played a role in the defunct EA Community. Because of the 
sudden rise in oil prices, each government was preoccupied 
with saving foreign exchange. Subsequently, the partner 
states imposed restrictions on the transfer of funds from 
the regions to the headquarters of the common services, thus 
souring the atmosphere of their relations and paralysing the 
Community's institutions:
But the fact is that the common services, already 
in a state of disarray, were fundamentally 
disrupted by the drying-up of the flow of funds to 
headquarters, where lay the responsibility for 
large expenditures, including the purchase of 
equipment and loan charges. This disruption in 
the financial operation of the services led 
directly to their effective dissolution as common 
institutions and to the collapse of a major part 
of the structure of the Community.^
The solution to the foreign exchange problem required the
restructuring of the partner states' economies in such a way
that they would not remain appendages to the metropolitan
countries. Because the partners' economies were dependent
on the developed countries for earning foreign exchange, the
crisis was never resolved.
3.5 PRESSURES TO DECENTRALISE THE CORPORATIONS
One of the most controversial issues in the Community
concerned the decentralisation of the four Corporations.
The Treaty was not explicit on the final objective of
decentralisation or the extent to which the Corporations'
headquarters and the regions in the partner states should
share administrative powers and financial control:
What the Treaty never spelled out, however, was 
the extent to which the Railways were to be 
decentralised, who was to get what assets and meet
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what liabilities in the process of decentral­
isation, and what would remain of the central 
structure and functions of the Corporations. The 
Corporation management wanted central control 
while each partner state wanted more 
decentralisation.36
Since 1974 the pressure to decentralise became a politically 
sensitive issue which eventually contributed to the collapse 
of the Community as a whole. It was within the 
Corporations, particularly the East African Railways and the 
East African Airways Corporations that some of the most 
immediate problems arose. Apart from periodic charges of 
poor management and corruption, especially regarding the 
railways, both the airways and railways were beset by deep 
seated differences of opinion between Kenya and Tanzania as 
to objectives.
The underlying railway problem which reached deeper
into the political and economic life of Kenya and created
serious tensions with the other partner states lay with
highway competition.^  Competition from road traffic
increased in Kenya and reduced the Railways' income during a
period of high expenditure, and in 1973 Tanzania hinted that
it might establish its own railway system. 38 At the same
time, Uganda and Tanzania began withholding funds which
should have been transferred to the EARC headquarters.
Moreover, the ownership of the highway transport service,
KENATCO, was in the hands of influential politicians who
exerted their great power to effect preferential regulations
and treatment for road versus rail transport:
... Kenatco alone owns 300 trucks with a 
carrying capacity of 7,000 tons. Most of these 
trucks compete directly with the railways in 
carrying goods to and from Mombasa, the most 
profitable railway route.39
102
Consequently, while the railway lines regularly lay idle, 
foreign exchange was consumed to import road transport 
equipment from Britain which was then put into service at 
higher cost than existing rail facilities, thus raising 
commodity costs and lowering productivity. In addition, the 
highway transport imposed an added burden upon Kenya's 
foreign exchange balance by requiring additional petroleum 
imports. But the decision uncovered some problems within 
the Kenyan elite system. Since it was the objective of the 
political-economic elite to maximise their relative 
advantages (which were already high), it was the vast 
majority of Kenyan society who bore the cost.
Furthermore, shortages of foreign exchange following 
OPEC's quadrupling of the price of oil played a role in the 
funds transfer problem as did dissatisfaction with the 
policies of the Nairobi-based corporation. Under pressure 
from worker strikes in the summer of 1974 and rapidly rising 
fuel costs, negotiations began to decentralise EARC 
operations.
The unwillingness of EAC members to transfer funds to 
corporate headquarters continued to plague the Community. It 
appeared that the Mombasa office of the Harbours Corporation 
started the move. The Finance Council of the Community met 
in July 1974 and decided that the Mombasa office should 
transfer 33.8 million shillings to the headquarters in 
Dar-es-Salaam. The transfers were not effected. By the end 
of April 1975, Kenya withheld 175.8 million shillings owed 
to Harbours' headquarters in Dar-es-Salaam and 16 million
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shillings owed to the Post and Telecommunications in 
Kampala:
By the end of 1974 the Corporations were very 
nearly 'decentralised' in the sense that their 
balances in one state could not normally be 
transferred to their Headquarters' account in 
another state ... and when transfer was allowed 
conditions were placed on the uses of the funds. 
Increasingly, partner states moved towards 
impounding or directing the use of blocked 
balances - a move apparently pioneered by Kenya in 
respect of the Railways' funds special account in 
1973, and later extended by Kenya to Harbours in 
1975.41
Tanzania's obligations to the Railways and the Airways 
Corporations in Nairobi were 35 million shillings to each 
headquarters. Uganda's obligations to the Railways and 
Airways Corporations were 7 million shillings and 45 million 
shillings respectively. At the same time the Corporations 
owed their overseas creditors 287 million shillings.4^
Subsequently, passenger traffic between Kenya and 
Tanzania was stopped in 1974, goods traffic considerably 
reduced and marine transport also stopped after the 
Corporation had detained all the ships at Kisumu. And in 
February 1975 all passenger rail services were stopped in 
Kenya and Uganda when Britain refused to supply any further 
spare parts until the EARC repaid its substantial debts. 
V7ith the completion of the Tan-Zam railway (TAZARA), 
Tanzania was perceived as reorienting its foreign policy 
toward the south, thus hoping to create stronger ties with 
Zambia and Mozambique at the expense of its involvement in 
the East African Community.
In June 1975, Mr Charles Njonjo4  ^ _ a Kenyan Attorney 
General - urged his government to break up the EAC and
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establish an independent railway system and customs
administration. The suggestions of dissolving the EA
Community were strongly protested by both Kenyan Parliament
and Tanzanian National Assembly. Nevertheless, in October
1975 the EA Authority (still not meeting as a collective
unit) accepted the Kenyan request, which was made in
February 1975, of the need to review the Treaty.
Mr William Demas, President of the Caribbean
Development Bank, was chosen as Chairman of the review
commission - with an undertaking to prepare a report
outlining necessary structural reforms. However, the
commission's task was complicated by the deterioration of
relations between Kenya and Uganda. In February 1976, Amin
claimed that large sections of Kenya (and Sudan) were
unjustly taken away from Uganda during the British colonial
rule.44 The result was that President Kenyatta placed a
boycott on all Ugandan goods passing through Mombasa, and
Kenya' s western border was closed to road transport - thus
interrupting the flow of vital commodities to Uganda.
Amin's 'clarifications' that Uganda's desire was to maintain
friendly relations with Kenya brought an end to the
restrictions in early March.
Prospects for the EAC did not improve during this
period. In December 1975, Nyerere spoke of the need for
'radical decentralisation' of the common services^0  and in
April 1976 the decision was made in Arusha to repatriate all
employees of the General Fund Services:
The decentralisation of the Railways Corporation 
was agreed on in principle at a meeting of the 
East African Finance Council held in Arusha 
(Tanzania) on 20 July. The EA Minister for
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Finance, Mr C. Msuya, pointed out that the move 
would benefit the EARC in an economic and 
commercial sense and was not aimed at the breakup 
of the East African Community. It will enable the 
regional offices to conduct their affairs without 
having to refer to the headquarters in Nairobi 
even on minor issues ... In future each of the 
Corporation's three regions will be responsible 
for its own financial performance.^
The Treaty Review Commission was believed to be the last
chance to rescue the Community from total crumbling.
Following the thaw between Kenya and Uganda, Nyerere flew to
Nairobi in August 1976. Unfortunately, tensions and mutual
distrust between the partner states had gone too far.
Because the member states lacked cooperation and could not
agree on the necessary minimum conditions to salvage the
Community, the Authority did not meet. Hence, the report of
the EA Community Treaty Review Commission was submitted in
November 1976, but without any positive recommendations.47
The operations of the East African Airways also created
tensions among the partner states. Unlike the Railways, the
EAA did not subsidise traffic as such but it undertook
certain domestic flights on routes considered by Kenya
non-profitable.
Although Tanzania's transportation systems and 
resources are poor, its population is larger than that of 
Kenya. The EAA Act had called for the operation of 
scheduled services within East Africa. Consequently, 
Tanzania was determined that the EAA should serve primarily 
as a domestic carrier and communication medium. Kenya, on 
the other hand, saw the airline as an international carrier, 
primarily ferrying tourists from Europe. But the respective 
cases were seen in the context of socialism in Tanzania and
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capitalism in Kenya, and as a result there was intolerable 
economic stress between the two countries thus inducing some 
rich and influential Kenyans to demand the dismantling of 
the Corporation:
Indeed,there were indications, especially in 
early 1969 and 1972, of powerful magnates among 
the local bourgeoisie and foreign capitalists in 
Kenya pressuring the Kenya Government to withdraw 
from the East African Airways and establish her 
own 'national' airline . .
Kenya saw itself earning significant profits for the Airways 
Corporation which were being frittered away by Tanzania's 
demand for uneconomic domestic r o u tes.^ Other Community 
corporations faced similar funding problems and de facto 
decentralisation occurred in both the Harbours and Post and 
Telecommunications Corporations with separate operational 
centres for each established in Mombasa and Nairobi 
respectively.5 0
3.6 TRANSPORT ISSUES
Transport and tourist issues also created bitterness 
and tensions among the partner states. Kenya benefited from 
tourist access to the game parks of northern Tanzania, 
Serengeti, Manyara and the Ngorongoro Crater; and these were 
generally included in a circuit for Nairobi based tourists 
using Kenyan vehicles. Although payments were made for the 
use of Tanzania's hotels and game parks, and for other goods 
and services, Tanzania strongly contended that it received 
only minor benefits from the traffic.51
In order to counter Kenya's exploitation of the tourist 
trade, in the early 1970s Tanzania built the Kilimanjaro
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International Airport near Arusha. However, due to lack of 
international-standard services, Kilimanjaro did not 
flourish.5 2
Related to the Kenya-Tanzania strain over the tourist 
trade, was the issue of a substantial road traffic which had 
developed between Kenya and Zambia, crossing Tanzania. 
Tension arose between Kenya and Tanzania over this matter. 
Whereas benefits of the Kenya/Zambia trade accrued to Kenya, 
it imposed costs on Tanzania through the use of Tanzanian 
roads by heavy vehicles.53 The controversy was purely 
technical in that Kenyan trucks weighed more than 18.75 tons 
(damaging Tanzanian roads), but the press in the two 
countries turned it into a socialism vis-a-vis capitalism 
debate - thus exacerbating the relations between the two 
countries.54
Competition between road and rail was also a cause of 
tension. The Railways Corporation had had deficits annually 
since 196255^ for various reasons, competition from road 
transport being one of them. Tanzania believed that the 
growth of road transport in Kenya was to the benefit of 
Kenyan private business at the expense of the jointly-owned 
public railway. Some businessmen and politicians in Kenya 
had made large investments in road vehicles for the carriage 
of petroleum products from Mombasa to Nairobi«, at a time 
when funds were desperately needed by the Railways 
Corporation:
The Railways Corporation was already desperately 
short of spare parts and rolling stock in all 
parts of East Africa. So great were the shortages 
that both Kenya and Tanzania started a fratricidal 
war of words blaming the other for the mutualdifficulties.57
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Tanzania criticised the operations of private transport 
companies which were directly competing against the Railways 
Corporation. Kenya attacked Tanzanian socialism rather than 
the problems of the Corporation. This crisis undermined the 
goodwill and/or understanding between the two partner 
states.
Moreover, Kenya's decision to open an oil pipeline from 
Mombasa to Nairobi also created strains. The decision meant 
that the railway lost business to the tune of 
shs.44.7 million which it earned in 1974. 58
In short, the problems of railroad competition in Kenya 
and road traffic between Kenya and Zambia were interrelated; 
and they strained relations between Tanzania and Kenya. 
Subsequently, in December 1974, Tanzania closed its northern 
roads to Kenya's heavy trucks (even before the general 
border closure), thus curtailing Kenya's profitable trade 
with Zambia. In retaliation, Kenya closed two border roads 
and interrupted steamer traffic on Lake Victoria. Because 
surface transport was not settled by the Treaty or properly 
coordinated, the issue created tensions among the partner 
states, thus disrupting the functioning of the Community.
3.7 UNEQUAL LEVELS OF DEVELOPMENT AND COORDINATED
INDUSTRIAL PLANNING
Another source of strain in the Community was the 
unequal levels of development among the partner states. 
Although this has many dimensions, one illustration serves 
to show the development gap between Kenya and her two 
partners. The Charter of the EADB noted the uneven
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development among the three countries, and in order to 
promote balanced industrial development, the Bank decided to 
invest its capital unevenly: 38.75 percent in Tanzania, 
38.75 percent in Uganda, and only 22.5 percent in Kenya. 
While this allocation suggested a considerable advantage to 
Tanzania and Uganda, in reality Kenya remained a h e a d ^  
because of its strong economic base and stable capitalist 
system which allowed her to generate external funds 
(particularly from the West), independently of the 
Community:
Kenya is an attractive target for money. 
Outsiders rank it as the East African state with 
the highest 'absorptive capacity'. This 
reputation stems from its relative wealth, and the 
skills and markets which enable it to make 
profitable use of new funds ... It offers 
stability, in contrast to the periodic turmoil of 
Uganda, and it offers Western-oriented African 
capitalism, in contrast to Tanzania's overtly 
socialist path to development.60
Thus, throughout the life of the Community, as well as 
before, Kenya dominated economic activity in East Africa, 
especially in terms of development potential.
Connected with unequal development was the uneasy 
compromise between the partners on the two different 
approaches to cooperation: the more 'free trade' approach 
supported by Kenya, and the more 'planned' approach demanded 
by Uganda and particularly Tanzania (planning for equalising 
development versus a free ride for unequalising 
development) .61 This created strains and basic disagree­
ments from the beginning as to interpretation of the Treaty 
and the final objectives of cooperation. The disagreement
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affected the functioning of the Common Services and the 
Common Market.6 2
Tension was even more pronounced in relation to a 
policy of balanced industrial planning. Tanzania sought 
coordinated industrial development for she believed that it 
would lead to equitable redistribution of benefits. She 
also emphatically demanded that coordinated planning for 
production and trade should be formal and explicit in the 
revised Treaty, and should be backed by immediate means of 
operation.63 Reflecting the failure of the Kampala-Mbale 
Agreements, and despite the agreed previous measures, 
Tanzania was determined that real progress could only be 
achieved through the restructuring of the Common Market, 
planned regional industries^ and more balanced trade 
patterns:
The disadvantage could be turned into a gain - 
as Tanzania saw it - only through coordinated 
production planning . . . Tanzania' s goal was a 
restructured, planned Community, a narrow, 
basically laissez-faire arrangement was not 
ideologically agreeable.65
Uganda also favoured industrial coordination and balanced 
production in order to reduce its trade deficit with Kenya. 
However, its main concern was the continued common operation 
of Railways and Harbours so that it could retain some 
control over its access to the sea. Moreover, during this 
period Uganda was more or less a helpless bystander. As her 
administrative and technical bodies were in disarray she 
negotiated from a position of economic weakness, and could 
not exert any leverage to engineer a compromise between 
Kenya and Tanzania.
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Kenya, on the other hand, felt that measures adopted 
were a maximum concession. Believing that it had already 
allowed too many restrictions on the principle of free 
trade, Kenya was totally unwilling to discuss the subject of 
coordination of production and trade on a balanced basis as 
required by Tanzania:
Kenya's position was that industrial or other 
production coordination was a dead issue and could 
not be reopened until the revised Community had 
several years of successful operation behind it. 
Further, the Common Market should be freed from 
restrictions (seen as primarily Tanzanian in 
origin), and there should be no successor to the 
Transfer Tax, many of whose applications had 
legally expired or were about to do so.66
It is significant that the issue which caused most concern
to Kenya was the imposition of the Transfer Tax.67 Kenya
called for the review of the Treaty in order to make up for
what she considered as the 'lost ground' in the Common
Market. She wanted to maintain the status quo and retain
her regional industrial hegemony in partnership with
transnational corporations.68 in other words, 'Free Trade'
was to be free trade in the pure classical sense of the
term.69
Subsequently, it can be argued that because of 
different development approaches the issue of regional 
industrial planning was never solved. It is true that there 
were discussions within the Community institutions, but 
planning proposals were not implemented. Thus, we can 
conclude that failure to achieve a more equitable 
distribution of benefits in industrial development, coupled 
with the failure to undertake successful regional industrial
planning, were the root causes of the collapse of the 
Community:
Insofar as both industrial cooperation and con­
ditional free trade were unacceptable to Kenya, 
and both unconditional free trade and no 
industrial cooperation unacceptable to Tanzania, a 
compromise of industrial cooperation with 
unconditional free trade was unacceptable to both 
of them. The Common Market discussion revolved 
around these issues in the second half of 1976, 
while the Treaty review itself ground to a halt by 
early 1977. Now of course there is neither free 
trade nor industrial cooperation for both 
countries.^0
Unfortunately, the deterioration of the political climate 
too made it practically impossible not only to solve this 
problem, but even to settle other disputes in the Community.
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3.8 ASYMMETRICAL INTERDEPENDENCE WITH EXTRA-REGIONAL
ACTORS
East African economies are weak and dependent. Because 
of their asymmetrical interdependence with the 
industrialised world, East African countries were particu­
larly vulnerable to the external economic influences of 
factors like markets, foreign capital, technology and 
petroleum supplies."^-*-
Worldwide inflation and the monetary crisis of the 
1970s exacerbated the economic problems of the three states. 
Because of limited policy options to reduce the costs of 
their interdependence, inflated prices of imported machinery 
and oil became factors responsible for the worsening balance 
of external trade of the partner states. The sudden and 
unprecedented scarcity of hard currencies compelled the 
three countries to curtail intercountry imports and refrain
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from transferring funds to the Corporations' headquarters
In other words, the increase in the prices of oil and
imported machinery was a disruptive external factor because
it created considerable strains among the partner states,
and caused them to fail to fulfil their regional
commitments. Each government was forced to economise on its
scarce foreign exchange, thus placing national before
regional interests and curtailing regional interactions.
In addition, the conduct of foreign policy became
increasingly uncoordinated. During the 1970s, each member
of the EAC became entangled with one of the three major
powers. Tanzania's involvement with China in a bilateral
cooperation and trade agreement caused tension with Kenya:
The East African Standard, 21 September 1971, 
said in an editorial 'How can there be any 
substance to the argument that matters are going 
well within the Community? Generous credits by 
the Chinese inside Tanzania, in order to help 
finance the Tan—Zam Railway, have caused a steady 
inflow of Chinese goods, lessening the demands for 
competitive goods elsewhere'.75
The military regime in Uganda allied itself with the 
Soviet Union and the Arab countries, in particular Libya. 
Kenya remained attached to its Western connections.^ The 
result of these divergent affiliations was that each member 
strengthened external rather than intra-regional ties. 
Connected with external actors was the question of aid and 
foreign investment flows. Generally speaking, Kenya 
received more aid and foreign investments from the 
multilateral sources (1960-76) than its two partners, except 
from 1973 to 1976 inclusive when Tanzania got more bilateral 
assistance from Western countries.75 The major Western
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donors for the three countries remained Britain, the United 
States and West Germany. On the other hand, contributions 
from the socialist countries to the partner states were 
small, except the 200 million dollars"^ given to Tanzania by 
China for the construction of the Tan-Zam Railway.
Decisions were taken by the partner states under the 
influence of external f o r c e s ^ , which undermined the 
interests of regional cooperation. For instance, in 1965 
Kenya built a tyre factory (Firestone Company) which had 
been allocated to Tanzania (General Tyre Company)^, 
Tanzania constructed a Tan-Zam Railway^, incompatible in 
gauge with, and outside the authority of the East African 
Railway Corporation; and in Nairobi, Kenya established the 
International Laboratory for Research on Animal Diseases 
(ILRAD)^0 in competition with the East African Veterinary 
Research Organisation (EAVRO).
Although the external relations, economic factors, the 
Multinational Corporations and other major geopolitical 
actors did not cause the breakup of the Community, their 
competitive activities within the region created tensions 
among the partner states and, in a way weakened the 
Community:
Monopolistic competition of the transnational 
monopolies, therefore, was at the base of the 
rivalries in the region, intensifying the petty- 
competition of the small producers in each 
country, and further intensifying other minor 
contradictions among the people of East Africa.
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It was in this respect that the rivalry between monopolies 
also tended to create rivalry in the politics of the 
region - thus straining the relations among the three 
countries.
3.9 WEAKNESS OF COMMUNITY GOVERNMENT
The Treaty established a complicated institutional
structure to administer and control the community. The
highest decision-making body was the Authority, consisting
of the three Presidents of the partner states. The most
innovative element was the three East African Ministers (and
three Deputy Ministers) who primarily assisted the Authority
in East African Affairs and were the main link between
regional concerns and national i n t e r e s t s . i n  addition to
a Central Secretariat, there were a number of Councils, an
East African Legislative Assembly and a Common market
Tribunal, at which discussions took place between
representatives of the partner states. Despite diversity of
this structure, the institutional machinery of the EAC
lacked autonomous decision-making power:
While the Treaty ... created a complex network 
of councils and committees, involving numerous 
ministers and senior civil servants from the 
partner states in the decision making process of 
the Community, the status of the Authority meant 
that in practice not much decision making took 
place at these levels. (These, on the other hand, 
add to the complexity of the length of decision 
making. ) ^ 3
The system relied too much on the Author ity, which had very 
significant legislative powers, especially in the Common
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Market area.84 Thus, smooth functioning of the Community 
was wholly dependent on the maintenance of cordial 
relationships between the Presidents.
Because the Community was formed by three sovereign 
states, it was proper for decisions to be taken by unanimity 
or consensus. But the rule of unanimity and the principle 
that differences at lower levels could be referred to the 
Authority created problems of long delays in arriving at 
decisions. Too much time was spent on working out 
compromises and as a result the Community failed to operate 
as intended.
More significant was the idea that the East African 
Ministers would perform many functions of the Authority. 
But the interposition of so many Councils between the 
Ministers and the Authority made the former play a 
subsidiary role. In fact, during Authority meetings, it was 
the national ministers on the Councils who spoke for the 
respective Presidents, rather than the East African 
Ministers.85 The Ministerial Councils became the 
preliminary forum for interstate negotiations and 
compromise; and if there was disagreement the matter was 
automatically referred to the Authority. Thus, the East 
African Ministers had less authority to make decisions 
because the ultimate control always rested with the East 
African Authority:
Even during the first few years the existence of 
the Authority seemed to deprive lower levels in 
the administration of the Community of initiative 
and of willingness to seek solutions to issues 
between the partner states by compromise. The 
structure of control encouraged the pursuit of 
national interests and discouraged compromise,
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because there was always the Authority to reach an 
agreement in the end.“®
Apart from the powerless Ministers there was a problem
of the Secretariat. The Secretary General was the chief
link between the Authority and the Community institutions.
Unfortunately the regional Secretariat had too limited
powers. 87 The three states were unwilling to surrender
their powers and the Secretariat was therefore unable to
enforce the Community obligations against the partner states
or reconcile conflicting interests within the Community:
The weakness of the Secretariat and the failure of 
the East African Ministers to emerge as a 
collective, dispute solving, policy-making and 
decision-taking body can be ascribed to the 
general reluctance of the partner states to 
surrender any real measure of sovereignty to the 
Community .8*3
The Secretariat also suffered from an additional structural 
problem. Many of the officers under the Secretary General 
were appointed directly by the partner states without his 
involvement. For example, each of the East African 
Ministers had a secretary as the head of the three major 
departments of the Community, appointed by the Authority, 
and as a result the Secretary General had little authority 
over them.
In brief, the Community lacked a more truly 'regional' 
body such as the Commission of the European Community or the 
Junta of the Andean Group.^9 Relying too heavily on the 
Authority as the major decision-making body increased the 
danger of instability because personal rivalries were 
transformed into national conflicts. With the Authority not 
meeting since 1971, the whole machinery for cooperation,
118
notably the Councils, committees and the Secretariat lacked 
direction and crumbled:
In the absence of a regional body able to 
effectively promote cooperation in new areas, 
there is a tendency towards stagnation which is 
not conducive to the maintenance of regional 
collaboration ... The lack of autonomy enjoyed by 
regional institutions undermines their ability to 
engage in essential tasks of conflict resolution: 
the regional decision-making process lacks 
insulation from national politics so that 
interstate political conflicts rapidly spill over 
into the regional arena.9®
The inadequacy of the Treaty's provisions and institutional 
weaknesses were less important, however, than the fact that 
the decision-making process of the Community was subject to 
a 'personalisation' of power in the Authority.
3.10 OTHER INFLUENCES
Tanzania's concern throughout the life of the EAC 
remained unchanged: that Kenya got more benefits from the 
Community than other partner states. Thus, Tanzania's 
political interest shifted towards the south with states 
whose ideologies were in accord with her own.
With the intensification of the conflict in Southern 
Africa, Nyerere entered into close cooperation with 
Kaunda.9  ^ It should be noted that in 1968 Zambia had 
entered into negotiations for membership of the EAC, but 
following the military coup in Uganda these were adjourned. 
Nevertheless, bilateral economic cooperation between 
Tanzania and Zambia continued to grow, culminating in the 
Chinese-financed rail link between the two countries 
(TAZARA). Mozambique's independence in 1975 also provided 
Tanzania with a second ally to the South, whose cooperation
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from an ideological perspective was far more attractive than 
Kenya's.92 Subsequently, Tanzania's interest in
strengthening relations with its East African partners 
diminished.
3.11 CHANGING PERCEPTIONS AND THE DEATH OF THE EAST AFRICAN 
COMMUNITY
Broadly speaking, the Community was beneficial to all 
member states, but as time went on their perceptions 
changed. By 1975-76, the partner states (at least Tanzania 
and Kenya) perceived that their benefits were smaller than 
in 1971, and they were reluctant to negotiate and compromise 
on those crucial issues which would salvage a viable 
Community.
As has been mentioned earlier, following Amin's coup in
1971, Uganda's role in the Community was passive,
ineffectual and could not balance the 'extreme' positions of
Kenya and Tanzania to keep the Community alive.92 More
specifically, the perceptions of Tanzania and Kenya were
totally inconsistent; and the two countries behaved as if
the Community was a 'zero-sum game', or even a 'negative-sum
game' .9^ Kenya felt that it had not received enough
benefits; and perceiving a Community which included Tanzania
as a net liability she sought its dissolution.92 Tanzania,
on the other hand, believed that she had been pushed to the
limit, disadvantaged by Kenya so much that she saw the
breakup9  ^ as a positive gain:
Kenya and Tanzania had both come to see the costs 
of breakdown as lower than before - Kenya because 
it had solidified its hold on the Ugandan market 
and had opened up export drives for its manu-
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factured goods elsewhere, and Tanzania because it 
saw its Railways and Harbours Corporation units as 
more financially viable and less technically 
dependent on Kenyan counterparts than before.^7
It was because of these deeply divergent perceptions of the
partner states, in particular Tanzania and Kenya, that the
EA Community was mortally ill throughout 1976, and its
curtailment and partial dismemberment were certain before
February 1977:
The real point is that all three have simply 
drifted apart in their domestic and external 
policies and goals since the 'golden' years of 
1963-67, when it was thought possible to 
capitalise on the administrative infrastructure 
inherited from the British, and to set up a viable 
Community with the various decentralised 
parastatal organisations. Instead of substantial 
economic cooperation drawing the members together 
politically, today they are not only much further 
apart but each has growing doubts about the actual 
relevance of that organisational relic of 
colonialism. To many, the Community has long 
outlived its usefulness.
In December/January 1977, Nyerere strongly attacked 
Kenya because the latter sought to alter EAC structures in 
its favour, viewed the common market and corporations as 
Kenya's property, and treated Uganda and Tanzania as poor 
partners accepted only on Kenyan sufferance.^ He also 
restated Tanzania's demand for more equitable distribution 
of benefits, more planned and balanced interstate trade and 
production, and warned that its continuation in the Common 
Market with Kenya was dependent on the continued joint 
operation of the corporations, in particular East African 
Airways .
Kenya flatly rejected Tanzania's proposals, accused her 
of benefiting from the Corporations at the expense of Kenya,
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and objected to the imposition of improper barriers against 
its exports to Tanzania and transit traffic to Zambia.
With the failure to agree upon reform measures on 
either the Authority or the Treaty Review Commission, the 
process of disintegration accelerated. Ironically, the 
problems of East African Airways played a key role in 
bringing on the Community's final demise. By late January 
1977 EAA had serious financial problems. Determined to 
dissolve the EA Community, Kenya started the move.1^2. 
Because she believed that most of the EAA's domestic 
deficits were on Tanzanian and Ugandan routes, Kenya 
insisted on cutting back the s e r v i c e s C o n s e q u e n t l y ,  
Tanzania and Uganda withheld payment of funds destined for 
the E A A C 's regional headquarters in Nairobi. Short of 
operating funds, Kenya ordered the EAA fleet grounded in 
Nairobi on 28 January 1977, and announced the formation of a 
national airline.
Angered by the timing of the grounding, which 
interfered with its national celebrations, Tanzania closed 
the border with Kenya on 3 February 1977, denied landing 
rights to the new Kenya airways, and seized vehicles with 
Kenyan r e g i s t r a t i o n . T h e  breakup of the Railways, 
Harbours, Post and Telecommunications corporations followed.
Last efforts to preserve at least a skeletal Community 
structure failed. Continued tension between Kenya and 
Tanzania over Nyerere's closure of the border and renewed 
Ugandan charges of Tanzanian plots against Amin made it 
difficult even to arrange a site for a meeting of the 
Finance Council. June ended with no agreement on the
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Community budget for the 1977-78 fiscal year, and those 
services dependent upon the General Fund collapsed. The 
only exceptions to this were the East African Development
Bank and the East African Management Institute.106 The 
units in each country were integrated into national
corporation and departmental structures; and citizens
working outside their own partner states returned home.
Thus, like EAA, the Community died messily and brutally:
The East African Community died in the second half 
of 1976. It dies not with a bang but with a 
whimper, not in public confrontation but in a 
dialogue of the deaf in secluded conference rooms.
The more traumatic events of the first half of 
1977 were - even when intended as an electric 
shock treatment to jerk the EAC out of a coma 
- the rattle of clods on a coffin lid.1®^
Uganda blamed both Kenya and Tanzania for breaking up
the Community, while Kenya blamed Tanzania in particular.-*-^®
It was correct to place some blame on each other, but that
was only part of the story. The truth is that there were
very many factors that contributed to the dissolution of the
Community. By 1975-76, the perceptions of the partner
states had changed; and they were not interested in joint
East African cooperation any further. Perceived as a
zero-or-negative-surn game, the Community had no future:
The only reason why the Community broke up was a 
lack of political will to deal in a spirit of 
unity and in the awareness of our interdependence 
with the inevitable difficulties of international 
cooperation between poor countries.-*-®®
With the disintegration of the EAC, the key remaining 
issue was how to divide the Community's assets and 
liabilities among its former members. In January 1978 
Dr Victor Umbricht, a Swiss banker and economist, was chosen
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as mediator to assist in this task. Tanzania, however, made 
clear the need to apportion the EAC's debts before any 
discussion could begin on the reopening of the Kenyan- 
Tanzanian border. H 0
With Amin's overthrow by the Tanzanian-backed Ugandan 
liberation forces, and the partial thaw between Tanzania and 
Kenya which accompanied Daniel Arap Moi' s accession to the 
Kenyan presidency, there may be hope for the revival of East 
African cooperation.111
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CHAPTER IV
PAST FAILURES AND THE PROSPECTS FOR 
EAST AFRICAN COOPERATION
The history of regional cooperation among the three 
East African countries started with the East African High 
Commission and East African Common Services Organisation 
which were coordinated from Nairobi-Kenya. This original 
structure derived from the settler influence in Kenya and 
the British Government fostered the idea of integration in 
East Africa. With administrative and economic structures 
well established in Kenya, Britain found it convenient to 
make the country (Nairobi in particular) the centre of the 
integration scheme in East Africa. Unwittingly, the British 
Government established Nairobi as the sub-centre for the 
East African countries in the hope (proved wrong by history) 
that it would provide the nucleus of development for the 
whole of East Africa through spill-over effects.
Because Kenya derived more benefits from the Common 
Market and Common Services than the other two countries, 
Tanzania and Uganda became resentful against her. Several 
attempts were made to rectify these imbalances but failed. 
These included a distributable pool which was created 
following the report of the Raisman Commission in 1961; and 
the Kampala Agreement of 1965.
In addition, the British colonial presence in East 
Africa kept the three countries administratively close but 
politically distinct. The political histories of the three
1 34
c o u n t r i e s  w e r e  s o  d i f f e r e n t  t h a t  e f f o r t s  by  t h r e e  P r e s i d e n t s  
t o  s y n c h r o n i s e  t h e i r  i n d e p e n d e n c e  d a t e s  a n d  f o r m  an  E a s t  
A f r i c a n  F e d e r a t i o n  f a i l e d .  T h u s ,  t h e  i n t e g r a t i o n  
a r r a n g e m e n t s  t h a t  e x i s t e d  b e f o r e  1 9 6 7  c o n t a i n e d  many  
s h o r t c o m i n g s  w h i c h  i n  a c t u a l  f a c t  a c c e n t u a t e d  t h e  l o p s i d e d  
d e v e l o p m e n t  among t h e  t h r e e  c o u n t r i e s .
The T r e a t y  f o r  E a s t  A f r i c a n  C o o p e r a t i o n  w h i c h  came i n t o  
f o r c e  i n  D e c e m b e r  1 9 6 7  w a s  i m a g i n a t i v e  a n d  f a r - s i g h t e d  i n  
r e s p e c t  o f  t h e  o v e r a l l  r e g i o n a l  i n t e g r a t i o n  s c h e m e .  The  
a t t e m p t  t o  r e l o c a t e  t h e  h e a d q u a r t e r s  o f  t h e  s i x  i m p o r t a n t  
i n s t i t u t i o n s  on  a 2 : 2 : 2  b a s i s  among t h e  p a r t n e r  s t a t e s  was  a 
w o r t h w h i l e  mo v e .  U n f o r t u n a t e l y ,  s p e e d y  i m p l e m e n t a t i o n  w a s  
r e t a r d e d  by  t h o s e  who s t o o d  t o  l o s e  on t h e  new a r r a n g e m e n t s . 
A n o t h e r  m e a s u r e  t o  revamp t h e  EA i n t e g r a t i o n  s c he me  was t h a t  
r e l a t e d  t o  t h e  d e c e n t r a l i s a t i o n  o f  t h e  C o r p o r a t i o n s  t h r o u g h  
t h e  e s t a b l i s h m e n t  o f  s t r o n g  and  f u n c t i o n a l l y  c o m p a r a b l e  
r e g i o n a l  h e a d q u a r t e r s  i n  t h e  p a r t n e r  s t a t e s .
A g a i n ,  i m p l e m e n t a t i o n  o f  t h i s  m e a s u r e  was  s o  s l o w  t h a t  
up  t o  t h e  t i m e  o f  b r e a k u p  o f  t h e  EAC t h e r e  w a s  no  
c o r p o r a t i o n  w h i c h  ha d  i m p l e m e n t e d  d e c e n t r a l i s a t i o n  m e a s u r e s  
a s  e n v i s a g e d  b y  t h e  T r e a t y .  F u l l  i m p l e m e n t a t i o n  o f  t h e s e  
t w o  m e a s u r e s  w o u l d  p e r h a p s  h a v e  p r o d u c e d  a s t r o n g  i n t e ­
g r a t i o n  s c h e m e  w i t h  r e s p e c t  t o  t h e  C o r p o r a t i o n s .
The EAC l i v e d  by  c r i s i s  ma na g e me nt  and when t h e  c r i s i s  
g o t  o u t  o f  h a n d ,  i t  d i e d .  T h e  p r o b l e m s  w h i c h  l e d  t o  i t s  
c o l l a p s e  s t a r t e d  w i t h  t h e  C o r p o r a t i o n s .  I n d e e d ,  a t  t h e  r o o t  
o f  t h e  t r a n s f e r  o f  f u n d s  p r o b l e m s  w a s  t h e  s t r u g g l e  b y  t h e  
l e s s  d e v e l o p e d  m e m b e r s  o f  t h e  C o m m u n i t y  t o  e f f e c t  f u l l  
i m p l e m e n t a t i o n  o f  t h e  m e a s u r e s  p r o v i d e d  f o r  i n  t h e  T r e a t y .  
B e c a u s e  t h e r e  was  m u t u a l  d i s t r u s t  a n d  s u s p i c i o n  a b o u t  t h e
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long term future of the Corporations, each partner state 
wanted to hang on to such assets as it could.
Undoubtedly, the underlying economic problem which 
beset the EAC was the failure of the Common market to 
achieve equitable distribution of benefits among the partner 
states. It can be argued that the member countries had 
competitive rather than complementary economic systems. 
With the failure to implement the Kampala Agreement, one can 
understand why there was no provision for East African 
industries in the Treaty.
But the question of redistribution of benefits from the 
EAC was so contentious that by 1975-76 the perceptions of 
the partner states, in particular Tanzania and Kenya, were 
totally inconsistent. Throughout the life of the Community, 
Tanzania felt that Kenya got more benefits than the less 
developed partners. This issue created bitterness and 
tensions among the partner states and strained their 
relations in the Community. Tanzania's position was that 
regional industrial planning was the only satisfactory 
answer to the distribution crisis that plagued the EAC. 
Unless the Common Market was restructured and there was more 
planned and balanced interstate trade and production, 
Tanzania was not willing to continue with joint operations 
of the Community.
Kenya totally refused Tanzania's demands. Instead it 
was determined to act on its 'free trade' proposals. Thus, 
the Community collapsed because by 1976 Kenya believed that 
its gains from the EAC were lower than the costs, and could 
not accept anything less than a restored free trade region. 
Therefore, one can understand why, when the idea of regional
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industries was brought up again by Tanzania during the 
Treaty Review Commission, Kenya pointed out that the issue 
was a 'non-starter' to negotiations on the Common Market. 
But the idea of regional industries was to add much strength 
to the integration arrangements and provide the Common 
Market with the capacity for cohesion. With the complete 
absence of coordinated industrial planning, the issue of 
redressing imbalance in economic development was mere 
rhetoric.
Apart from conflicts of the Corporations and the Common 
Market, there were political problems. The hostility 
between Presidents Nyerere and Amin prevented the convening 
of the Authority. The ideological disparity especially 
between Kenya and Tanzania exacerbated relations which might 
otherwise have been smoothed over. Because the two 
countries applied different perspectives to common Community 
activities, there was little common ground for cooperation. 
And, as Amin became increasingly dependent on Libya, 
Uganda's economy decayed to the point that it was incon­
sequential in the Community.
Similarly, during the last years of the Community, 
Tanzania was distracted from the Community. As the conflict 
in Southern Africa intensified, her political focus moved 
towards the south for she saw that the 'Southern connection' 
offered her a more promising future than her traditional 
partners. The fact that she was also a beneficiary of 
Chinese assistance, through the construction of the Tazara 
Railway that linked Tanzania and Zambia, eroded her 
commitment to the Community. Further, the geopolitical and 
economic interests of the superpowers as well as the
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multinational corporations affected the international 
climate in which the three Community partners operated. 
Because each member was affiliated to a great power, the net 
effect of those international relations was the furtherance 
of disintegrative forces within the Community.
It is difficult to ascribe the failure of the Community 
to any single factor; rather it was the result of a com­
bination of several negative forces. Perhaps the most 
important single factor was the absence of complementarity 
of economic systems. The absence of political will which 
would have presumably led to coordinated industrial 
development was exacerbated by many similar aspects of the 
three economies. When the East African Community is 
compared with the relatively robust European Community, one 
can conclude that the former was viewed from the national 
perspective and its economic activity was primarily 
competitive, whereas the latter is clearly international in 
its vision and more cooperative and integrative in its 
operations. The fundamental problem was that, as time 
passed, the partner states saw the Community as a negative- 
sum game from which none could benefit.
Indeed, the EAC collapsed because the process of 
reorganisation and restructuring was too painful for the 
parties concerned to bear. But it was this type of 
restructuring which was necessary to bring about a robust 
and meaningful integration scheme. It was only through the 
effective surrender of economic and political power by the 
partner states to the supranational authority that the 
Common Market and other integrative institutions could
survive.
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In summary, we can conclude that the regional inte­
gration scheme which operated in East Africa from 1967 to 
1977 was economically beneficial to all participants. The 
arrangements were established in the belief that they would 
accelerate the rate of development in the region, spread the 
benefits of development more widely and equitably and 
probably lead to political integration among Kenya, Tanzania 
and Uganda. Because the partner states lacked political 
commitment to sustain the East African Community, the 
Organisation collapsed despite the economic benefits it had 
conferred. Once again it was clearly proven that in 
political reality countries act on their own perceived 
national political interests and not regional unity nor 
necessarily economic interests.
FUTURE EAST AFRICAN COOPERATION
In the light of the past fourteen years of regional 
cooperation in East Africa one can make two safe 
predictions: (i) the fate of the East African Community as
it had been conceived in the Treaty of 1967 has been sealed 
once and for all. Nonetheless, (ii) the three East African 
states are interdependent and still have economic interest 
in doing business with each other. Consequently there will 
be a multitude of proposals, a number of institutions and at 
least some limited ventures of economic cooperation. 
Whether these economic interests will lead in the long term 
to the resurrection of ideas of a larger East African 
Economic grouping remains a matter of speculation.
With the fall of Amin in 1979, efforts were made to 
re-establish law and order, as well as create an effective
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administration in Uganda. National elections were held in
1980, and the former leader, Dr Milton Obote, was reinstated
as the President of Uganda. Subsequently, new interest and
the idea of reviving East African cooperation was voiced,
particularly by Presidents Obote and Nyerere:
We do not want the breakup of the Community to be 
an excuse for abandoning efforts to build economic 
cooperation in East Africa. It is true that we 
cannot revive the Community as it was. But we 
can, if we wish, begin cooperation on a new basis.
The three countries of Kenya, Uganda and Tanzania 
are bound together by geography and history. It 
is impossible to talk about African cooperation 
without talking about cooperation in East Africa.1
It should be remembered that Tanzania had refused to reopen 
the border with Kenya until a solution was reached on the 
redistribution of the assets and liabilities of the defunct 
East African Community. Dr Victor Umbricht, the Swiss 
mediator from the World Bank, spent six whole years trying 
to negotiate an agreeable formula with the ex-partner states 
on the problem. Eventually, an amicable settlement on the 
division of assets and liabilities was reached in May 1983. 
The three Presidents, Nyerere, Moi and Obote, met in Arusha 
on 14 May 1983 and signed an agreement which divided the 
assets according to a formula worked out by the mediator. 
Assets totalled T shs.12 billion.2 Kenya got 42 percent; 
Tanzania 32 percent and Uganda 26 percent. In addition, 
Kenya and Tanzania agreed to pay Uganda shs.2.36 billion and 
shs.1.26 billion respectively as a compensation for its 
shortfall in assets.3
The result of the Arusha agreement was the reopening of 
the Kenya-Tanzania border in November 1983. It is 
significant to point out that while the three East African
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countries are interested in re-establishing economic 
cooperation with each other, Uganda is in no position to 
take serious i n i t i a t i v e s T h i s  is because it lacks 
economic power, and since President Obote was overthrown 
again by a military regime in 1985, the country has remained 
in political chaos.
Nevertheless, since the border was reopened, there have 
been discussions at ministerial, district and local levels 
with a view to thrashing out particular problems,and 
exploring possibilities of cooperation in areas such as 
trade, industry, transport and communications, research and 
health. Unfortunately, the process of normalisation between 
the three countries has been slower than expected, and as 
such no substantive progress in economic cooperation has 
been achieved. It is essential to note that meetings are 
now held 'bilaterally' and any agreement reached is on a 
bilateral basis and not communal as was the case with the 
East African Community. In other words, it is a 'Bilateral 
Agreement' between either Kenya and Tanzania, Kenya and 
Uganda, or Tanzania and Uganda.
Kenya would like to re-establish trade relations5 with 
Tanzania at the point it left off in 1977 (when the border 
closed), but this time circumstances have changed. Both 
Kenya and Tanzania are short of the foreign currency 
necessary to buy the raw materials and spare parts to 
increase industrial production. Kenya is also capable of 
selling excessive products to Tanzania such as toothpaste, 
detergents, footwear, textiles, soap, cement and edible 
oils, but would want to be paid in convertible currency. 
Unfortunately, Tanzania does not have the foreign exchange
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to buy these goods. In addition, Tanzania prefers to 
concentrate its resources on raising the production capacity 
of its own industries, rather than importing industrial 
goods from Kenya. In order to ease the question of foreign 
exchange or convertible currencies, Tanzania has talked 
about the introduction of barter trade along the common 
border of the two countries. Apparently, Kenya is not very 
keen on the idea. Subsequently, Kenyan businessmen are 
dismayed by the conditions imposed by Tanzania for the 
resumption of trade between the two countries.
Tourism is another area in which both Kenya and 
Tanzania can greatly benefit. Talks on jointly operating 
tourism began immediately after the reopening of the border, 
but then stalled. Tanzania wants the Kenyan vehicles to 
drop tourists at the border or some other tourist rendezvous 
in Tanzania so that its tourist operators can take over and 
reap some foreign exchange rewards.6
An important step towards cooperation occurred before 
the signing of the Arusha accord when it was announced that 
Kenya and Tanzania would reopen passenger and freight rail 
links between the two countries. In early May 1984, Kenya 
and Tanzania agreed to revive passenger and freight 
transport between them, and as a result air transport links 
were renewed as both Kenya Airways and Air Tanzania opened 
routes across the border. However, Tanzania's and Kenya's 
independent railways and airlines are money-losers.  ^ A real 
step forward would be the kind of cooperation that might 
result in the rebirth of East African Airways and East 
African Railways. Unfortunately, in the meantime such an 
idea is not envisaged.
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Tanzania also remembers the damage caused by Kenya's 
heavy trucks on its roads. Although it has allowed Kenyan 
goods to be shipped to Southern and Central African markets 
via Tanzania, these must be shipped to Dar-es-Salaam and 
then railed up the Tazara railway.  ^ Kenyan exporters, 
however, are nervous about the poor and inefficient services 
of the line.
These are some of the major problems that must be 
resolved before normal trade relations are restored between 
the two East African countries. They hinge on the fact that 
Kenya has a strong private enterprise sector that is more 
than a match for Tanzania's largely public sector. There 
are also significant barriers to open trade relationships 
which result out of exchange rate discrepancies. Despite 
Tanzania's late signs of pragmatism in reviving its economy, 
there is not much hope that it will compromise on its 
socialist ideals.
As has been mentioned earlier, agreements are now 
bilateral and not communal. At the moment, Tanzania and 
Kenya have agreed in principle to cooperate in areas of 
trade, tourism and transport and communications. Certain 
agreements have been worked out but have been neither signed 
nor ratified. There is also a bilateral agreement known as 
the 'Joint Commission of Cooperation between Tanzania and 
Uganda'. Areas covered in this agreement are trade, 
industries, finance and health.
However, it should be pointed out that, despite these 
bilateral agreements, no effective economic cooperation has 
taken place between countries. This is largely because of 
technical and operational problems, and the fact that the
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normalisation process between the three East African 
countries is not completed yet. There is still a feeling of 
mutual distrust and suspicion between the ex-partner states 
about conducting business with each other. In fact, there 
is a widespread agreement (at least privately among the 
Community residents), that the situation which led to the 
breakup of the EAC still exists: an economically dominant 
Kenya is in ideological opposition to Tanzania, and Uganda 
is caught in the middle.9
One can argue that, unless these problems are tackled 
in a new spirit of 'Eastafricanness', effective cooperation 
will be difficult. Not only technical and ideological 
problems but also certain economic realities and concessions 
would have to be perceived very differently and 
renegotiated. Kenya would have to agree to some of 
Tanzania's demands in such areas as the restructuring of the 
Common Market, a shift to more balanced trade and a move 
towards more regional industrial planning. Tanzania would 
have to accept Kenya's private interest in transport 
competition between road and rail, allow its roads to be 
used by Kenya's heavy vehicles when conducting trade 
relations with Zambia and permit tourists using Kenyan 
vehicles to view game parks in northern Tanzania. On the 
other hand, Uganda's capacity to make concessions of any 
kind to Kenya or Tanzania would depend on restoration of its 
political stability, maintenance of a national government 
and the revival of its economy.
Perhaps above all, beyond technical, ideological and 
specific economic considerations, the success or failure of 
any future East African economic cooperation will depend
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very much on the good will of the three countries, and how 
flexible and compromising they are willing to be, 
particularly on their different ideologies. To succeed this 
time the three East African leaders will require a gigantic 
act of good faith, and sometimes to be willing to make 
temporary national sacrifices for their nations' future 
common good.
In short, future East African cooperation can only 
succeed if there is political will, mutual respect, 
tolerance and political courage between the three countries, 
and an agreement on the question of the distribution of 
costs and benefits.
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APPENDIX I
Till-: FEDERATION DECLARATION OE 
5th JUNE, 1963
T he following statement was issued in Nairobi on Wednesday. June 5, 
1963 by the President of the Republic of Tanganyika. Or. Julius K. 
Nyerere; the Prime Minister of Uganda Dr. Milton A. Oboie; and the 
Prime Minister of Kenya. Mr. Jomo Kenyatta:
‘We. the leaders of the people and Governments of East Africa assem­
bled in Nairobi on June 5. 1963. pledge ourselves to the political Federa­
tion of East Africa.
‘Our meeting today is motivated by the spirit of Pan-Africanism and 
not by mere selfish Regional interests. We are nationalists and reject 
tribalism, racialism or inw'ard looking policies. We believe that the day 
of decision has come and to all our people we say there is no more room 
for slogans and words. This is our day of action in the cause of the 
ideals that we believe in and unity and freedom for which we have 
suffered and sacrificed so much.
‘Within this spirit of Pan-Africanism and following the declaration 
of African unity at the recent Addis Ababa conference practical steps 
should be taken wherever possible to accelerate the achievement of our 
common goal.
‘We believe that the East African Federation can be a practical step 
towards the goal of Pan-African unity. We hope that our action will 
help to accelerate the efforts already being made by our brothers through­
out the Continent to achieve Pan-African unity.
‘We share a common past and are convinced of our common destinies. 
We have a common history, culture and customs which make our unity 
both logical and natural. Our futures are inevitably bound together 
by the identical aspirations and hopes of our peoples and the need for 
similar efforts in facing the tasks that lie ahead of each of our free 
nations.
‘ In the past century the hand of Imperialism grasped the whole Con­
tinent and in this part of Africa our people found themselves included 
together in what the Colonialists styled “ The British sphere of influence” . 
Now that we are once again free or are on the point of regaining our
freedom we believe the time has come to consolidate our unity and 
provide it with a constitutional basis.
‘For some years we have worked together in the PAFMECA where 
we have accepted common objectives and ideas and created the essen­
tial spirit of unity between ourselves anil among our [icople. We are 
happy that with KANU's victory in the Kenya elections we now have 
in the three Fast African countries Governments which are fully com­
mitted to genuine African nationalism and Pan-African unity.
‘For 40 years the Imperialists and local settler minorities tried to im­
pose political federation upon us. Our people rightly resisted these 
attempts. Federation at that time would quickly have led to one thing 
—a vast White dominated dominion.
‘The East Africa High Commission and its successor the Common 
Services Organization have taught us the value of links in the economic 
field. Indeed it was the recognition of the value of these connections 
which led the two fully Independent members to agree to continue 
participation after they had achieved their freedom. In many practical j 
ways we already are co-operating—in scientific research, in communi­
cations and in postal services. An important factor in view of our 
determination to achieve Federation is the existence of shared cur­
rency; a leading aspect of economic working together is the functioning 
of the E.A. Common Market.
‘Thus the value of working together has been adequately demonstrated 
in the E.A.C.S.O. and in the Common Market but the scope for further 
joint action remains wide. Economic planning, maximum utilisation of 
manpower and our other resources, the establishment of a Central Bank 
and common defence programme and foreign and diplomatic representa­
tion are areas in which we need to work together. Such approach would 
provide greater co-ordination and savings in both scarce capital, facili­
ties for training and manpower. What is more we would have a total 
population of some 25 million people—a formidable force and a vast 
market to influence economic development at home, attract greater 
investment and enhance our prestige and influence abroad.
‘The movement towards popular Government and Independence in 
our various countries of recent years has brought forward the issue of 
truly popular Governments in each country and removes fears of minority 
or settler domination under Federation.
‘We believe a political Federation of East Africa is desired by our 
peoples. There is throughout East Africa a great urge for unity and 
an appreciation of the significance of Federation.
‘We are aware that local and territorial factors have to be taken into 
account. We firmly believe that ways can be devised of overcoming
any fears and of surmounting such dillicultics. Special attention will 
he paid to the accommodation of relevant territorial interests in draw­
ing up the constitution of the East African hederation. We believe, in 
fact, that some of these territorial problems can be solved in the context 
of such an East African Federation.
‘As already mentioned we have some basis for a joint endeavour in 
the political as well as in the economic spheres. The Common Services 
authority was conceived as a body for this purpose although up to now 
its functioning was greatly hampered partly by the sharing of Kenya 
representation on the Authority but largely by the lack of central poli­
tical direction. The various Ministerial committees and the Central 
Legislative Assembly, especially since it became properly representative 
have demonstrated the need for such direction.
‘We are convinced that the time has now come to create such central 
political authority.
‘Having stated our aims we wish now to announce the steps we are 
taking to achieve the implementation of these aims.
‘A Working Party is being established which will prepare a frame­
work of a draft constitution for the Federation of Fast Africa. It will 
report back to a full Conference of Fast African Governments. In its 
work it will consult with the three Governments and with their consent 
may co-opt constitutional or other experts. The F.A.C.S.O. will be 
associated with these deliberations.
‘In the third week of August a full scale Conference will be convened 
to consider the proposals of the Working Party.
‘At this point we must express our happiness at the victory of KANU 
in the Kenya elections. While welcoming the results of the Kenya elec­
tions. we must declare most strongly our opposition to any attempt to 
delay the country’s achievement of Independence any longer. The ruling 
party has a clear mandate for Independence and we must regard it as an 
unfriendly act if Britain uses the pretext of some minority interest or 
other to prevent Kenya joining the free nations at the earliest possible 
moment. We are closely involved in this matter now since a hold-up 
in Kenya’s advance to Independence will hinder the achievement of 
Federation to which we are committed. The three Governments, having 
agreed to the establishment of a Federation this year, expect the British 
Government to grant Kenya’s Independence immediately.
‘Although Zanzibar is not represented at this conference we must 
make it clear that that country is invited to participate fully in our 
plans for Federation.
‘As soon as Zanzibar has held its elections next month its Government 
will be invited to take part in the functioning of the Working Party
and of any other body which may be set up as a result of our plans 
to build  a Federation.
‘ We reiterate that our plans fo r the Federation of East A fr ica tire the 
logical p rom otion of the spir it of Pan-Afr ican unity and wish to make 
it. therefore, clear that any of our other neighbours may in future join 
this Federation.’
APPENDIX 2
KAMPALA AGREEMENT OF 1965
1. THE RECTIFICATION OF E.A. TRADE IMBALANCES
I he Ministers have examined the problems of trade imbalances and consider 
that there are live ways in which these imbalances can be rectified. Use must be made 
of all five methods, but lor the sake of convenience they are considered in the order in 
which they can be applied. The five methods are:—
(a) Immediate action with certain interterritorially connected firms to increase 
production in a deficit country and thereby reduce imports from a surplus country.
(b) Agreement as to the immediate allocation of certain major industries.
(c) I he application of a system of quotas and suspended quotas whereby exports 
from surplus countries would be progressively reduced, and local production 
increased in the deficit countries according to the building up of the productive 
capacity of the deficit country.
(d) Increased sales from a country in deficit to a country in surplus.
(e) Early agreement within the East African Common Market on a system of induce-; 
ments and allocations of industry in order to secure the equitable distribution i 
of industrial development as between the three countries.
I
2. IMMEDIATE ACTION W ITH CERTAIN INTERTERRITORIALLY! 
CONNECTED FIRMS
(a) It was agreed by the Ministers that in the case of four industries it was possible! 
to make a direct approach to each firm because each of them has productive 
units both in a surplus country and also in a deficit country. These four firms 
were:—
(i) East African Tobacco Co. Ltd.
(ii) Bata Shoe Company Ltd.
(hi) East African Breweries Ltd.
(iv) British Standard Portland Cement (Bamburi)
(b) The first three were interviewed by the Ministers for Commerce and Industry 1 
from Kenya and Tanganyika. In the case of tobacco, the firm had already sent; 
some machinery to Dar es Salaam, and stated that by July 1964 it would bej 
manufacturing in Tanganyika some 90 per cent of the Tanganyika consumption i 
of cigarettes. They explained that the remaining ten per cent was taken up by ; 
brands of cigarettes which it would not be economic to manufacture except at i 
one plant for the whole of East Africa. It was also agreed by the firm that they j 
would consider very seriously, should any questions arise in future of manufac­
turing any further specialist brands which could only be manufactured in one 
country, whether these could be sited in Dar es Salaam rather than in Nairobi.
(c) In the case of footwear, the Bata Company which supplies approximately 70 
per cent of the East African market, explained that they had followed a policy 
of specializing in their different plants so that production at the Dar es Salaam 
factory in no way duplicated production at Limuru. They stated that they had 
space at Dar es Salaam for expansion into another specialized fine of shoes with 
leather uppers and rubber soles, and that this project would go ahead. This 
would have a production value of somewhat over £85,000 a year, and they would 
expect the plant to be in production by the end of this year. It was clear, however, 
that this action of Bata’s, although desirable, would by no means eliminate the 
trade imbalance on these particular products. (A considerable quantity of foot­
wear is bought by Kenya from Tanganyika, but an even greater amount by 
Tanganyika from Kenya. The imbalance is roughly £330,000.)
(d) As regards beer, the only firm with plants in both Kenya and Tanganyika is 
East African Breweries. This firm also has a Tanganyika firm, Kilimanjaro 
Breweries, with which it is associated. East African Breweries, and its associates, 
account for some 81,000 cases a month, against 15,000 cases from other indepen­
dent breweries (two Kenya breweries and two Uganda breweries). East African
Breweries therefore have much the largest share of the market. They have an 
agreed plan to re-equip the Dar es Salaam brewery and double its output. They 
are also planning to increase the output of Kilimanjaro breweries by about 
50 per cent. The re-equipment of the Dar es Salaam brewery calls for a total 
expenditure of £670,000, the bulk of which (£495,000) is for plant. This pro­
gramme will take approximately 18 months to complete, but the start is delayed 
by negotiations over a plot of land in Dar es Salaam. When these two schemes 
for the breweries are completed, all beer sold by Bast African Breweries, or 
their associates, in Tanganyika will be brewed in Tanganyika, except for beer 
supplied to Tanga from Mombasa. To some extent this sale of Mombasa beer 
to Tanga will be offset by the sale of beer from Arusha into Kenya, but this is 
not yet developed on a large scale.
(c) As regards cement, the firm has already spent on the Dar es Salaam plant ap- i 
proximatcly £300,000 out of a total scheme value of £14 million. They have still 
to complete the civil engineering and building expenditure of approximately 
£600,000 together with a further £750,000 on plant. If no delays on cither 
buildings or plant arc experienced, they should be making their initial trials 
early in 1966, and should be producing cement for sale somewhere between 
April and June 1966. It was not possible for the Ministers to interview the j 
cement firm in the time available, and the Minister for Commerce and Industry, 
Tanganyika, has said that he proposes to approach the firm in order to bring 
forward the completion date into 1965.
(f) The net effect in relation to rhe imbalance between Kenya and Tanganyika of 
these actions referred to above, would be to improve the balance in respect of 
tobacco by £700,000; for footwear by £100,000, for beer by £500,000, and for 
cement by £500,000, making a total of £1,800,000, or a net reduction of 24 per 
cent of the 1963 net trade imbalance.
(g) It is expected that similar action by the Ministers for Commerce and Industry 
for Kenya and Uganda in respect of these and/or other firms will have the 
following effects:—
(i) The imbalance on cigarettes is at present approximately £328,000 in favour 
of Kenya. This will be substantially reduced.
(ii) The Bata Company has recently negotiated for a site in Kampala, and 
when in production, it is estimated that the factory will be able to supply | 
at least 60 per cent of the Uganda market. This would amount to a reduction 
of £300,000 on imports from Kenya.
(iii) As there are many breweries involved in Kenya’s trade with Uganda, and 
because there are separately owned breweries in Uganda, it has not yet 
been possible to produce a plan for increasing the productive capacity 
for Uganda breweries. If  necessary, however, the quota system as detailed 
below would be considered for application. This would involve approx­
imately £80,000.
(iv) There is no direct connection between the Uganda cement firm and the j 
other East African cement firms, and direct action with the major Kenya j 
firm could not therefore be taken. It should be noted, however, that as a 
result of the action taken in respect of the Kenya-Tanganyika imbalance, 
both Uganda and Kenya may have to reserve their home markets for their 
own product and therefore seek to apply a quota against each other. (This 
is because with the setting up of the Tanganyika plant, all three countries 
will have a considerable excess capacity in cement.) The net effect of such 
action might reduce the imbalance by about £150,000.
(h) The total effect in reducing imbalances between Uganda and Kenya of these 
changes might be of the order of £650,000 which is equal to approximately 
23 per cent of the overall imbalance.
(i) As regards the favourable Uganda balance with Tanganyika, the action taken 
with regard to cigarettes may have a reducing effect of the order of £200,000. 
The total in respect of beer could be reduced by £50,000, making an overall 
reduction for these two items of £250,000, or 17 per cent of the 1963 imbalance. 
There are no transfers between Uganda and Tanganyika for the other two 
industries.
3. IMMEDIATE ALLOCATION OF CURTAIN’ MAJOR INDUSTRIES !
(a) The Ministers agreed that certain industries should he scheduled under the 
territorial Industrial Licensing Acts, and a declaration made in favour of ;ui 
exclusive licence to a firm operating in the agreed territory. 1'he industries 
concerned are:—
(i) VEHICLU ASSEMBLY AND MANUFACTURE
It was agreed that Tanganyika should have the exclusive right to assemble 
and manufacture Land-Rovers.
It was further agreed that Tanganyika should be granted similar rights 
in respect of the assembly and manufacture of a type of lorry and truck j 
(to be subsequently defined by Tanganyika). In regard to the lorry and 
truck industry it was agreed that:—
(a) No one country should be accorded the monopoly of the whole East 
African market for lorries and trucks.
(b) Tanganyika should get a protected portion of the market, and is to i 
put forward, within a reasonable time, an economically viable project ! 
to the Ministers for Commerce and Industry for consideration.
(c) Meanwhile no other country should set up an industry for assembling 
lorries and trucks before a decision on the above proposal has been 
reached.
(ii) BICYCLE MANUFACTURE
It was agreed that Uganda should have the sole rights in the manufacture 
of bicycles, and that assembly firms would have to buy those parts from 
Uganda that are being manufactured in Uganda.
(iii) ELECTRIC LIGHT BULBS
It was agreed that Kenya should have exclusive rights in the manufacture i 
of electric light bulbs. The Minister for Commerce and Industry for Kenya I 
will, however, consult with existing firms manufacturing neon and fluorescent 
tubes, and if necessary will make an application for the scheduling of this 
industry also.
(iv) RADIO ASSEMBLY AND MANUFACTURE
It was agreed that Tanganyika should have exclusive rights in radio j 
assembly and manufacture. Reasonable arrangements will be made to j 
safeguard the interests of existing assembly firms, provided that they 
purchase from Tanganyika those parts being manufactured in Tanganyika.
(v) NITROGENOUS FERTILIZERS
It was agreed that Uganda should have exclusive rights for the manu­
facture of nitrogenous fertilizers.
(vi) MOTOR VEHICLE TYRES AND TUBES
It was confirmed that Tanganyika should have exclusive rights in the 
manufacture of motor vehicle tyres and tubes.
(b) Although the effect of these allocations is expected to contribute towards a 
substantial improvement of the trading pattern, it is impossible at this stage to 
estimate exactly the size of this effect, because it is not possible to say when 
any of these units will come into production, nor what will be the trading pattern 
when they do come into production.
4. THE QUOTA SYSTEM
(a) It was agreed that a quota and suspended quota system should be applied in 
order to limit exports from surplus countries to deficit countries.
(b) A quota would be applied where there was existing productive capacity in the 
deficit country, and a suspended quota would be granted where the deficit j 
country wished to develop productive capacity. In each case the quota concerned ! 
would be in respect of a particular product line.
(c) The detailed operation of the system is set out in Appendix I, and it is recom­
mended that this should later be embodied in a formal exchange of letters. It
was agreed, however, that this quota system was not intended to be a permanent 
leature of the Hast African Common Market, and is intended only to assist in 
redressing trade imbalances. The system will, therefore, have to be kept under
review.
5. INCREASED PURCHASES EROM DEFICIT COUNTRIES
It was agreed that deficit countries would increase their sales and surplus countries 
would increase their imports from deficit countries as quickly as possible. Both Uganda 
and Kenya listed some products which they could immediately purchase from Tanga­
nyika. Kenya did the same for Uganda. The results of these efforts will be taken into 
account when establishing quotas.
6. FUTURE ALLOCATION OF INDUSTRY AND DIFFERENTIAL 
INCENTIVES TO INDUSTRY
It was agreed that in view of their complexity these subjects should be referred to 
a committee of industrial experts. The suggested terms of reference are given in 
Appendix II.
7. The Ministers agreed, however, that urgent action was needed in the case of 
incentives and that pending the report of the committee of experts, some incentives 
should be urgently considered by the Ministers for Finance in consultation with the 
Ministers responsible for Commerce, Industry and Communications.
8. As regards the time scale on which these five actions will take effect, the times 
for the actions in respect of tobacco, footwear, beer and cement have already been given 
in so far as these items relate to the existing imbalance between Kenya and Tanganyika. 
Agreements to allocate certain industries have also been reached, but the actual developing 
of these industries could be spread over a relatively long period of time, depending 
largely upon the technical and investment problems of each industry. In the case of 
quotas, these should be applied quickly once agreement has been reached by the Com­
mittee of Ministers for Commerce and Industry administering the system (as set out in 
Appendix I). As regards the future allocation of industries and the development of a 
system of industrial incentives, this will be determined in the light of the report of the 
committee of experts.
9. In considering the quota to be applied for the purpose of redressing current 
trade imbalances, account will be taken of the envisaged effect of the output of allocated 
industries, of quotas and suspended quotas already granted and of any increase in net 
exports from the country in surplus to the country in deficit.
10. Because the external trading policies of the three countries were outside the 
terms of reference of the Emergency’ Committee, and therefore could not be examined, 
imports from outside East Africa were not considered in devising the formula for cal­
culating quota size. In certain cases, therefore, there may be no opportunity for an East 
African country in surplus to compete against imports from outside East Africa in a 
particular product line where a zero quota is imposed. The deficit country is therefore 
permitted to substitute first for imports from other East African countries before reducing 
its imports of the same product from outside East Africa.
11. As regards direct action to take up or increase productive capacity, it was agreed 
that where it was a question of excess capacity, it was understood that the firms concerned 
were to be told that, unless they complied with the joint governmental request, quota 
restrictions would be imposed in the immediate future. Where it was a question of 
installing new plant, it was understood that the firms concerned were to be told that 
again unless they complied with this request within the period of time necessary to 
introduce additional capital equipment, quota restrictions would also be imposed. It 
was agreed that in the event of quotas being imposed under these circumstances, it 
would be open to the country in deficit to import the commodity in question from 
sources outside East Africa.
12. As regards the possibility of surplus countries making greater purchases from 
deficit countries, it was agreed that this should be pursued. In some cases these possibi­
lities can only become actual with the aid of a system o f incentives, but there may be 
others where a relatively rapid increase in purchases could be made. Investigation of 
this has not been possible in the time available, but the Ministers for Commerce and 
Industry will take it up as a matter of urgency.
1 3. Without prejudice to the quota system it was agreed that free interterritorial 
movement of goods and commodities at reasonable prices could lead to a reduction 
in trade imbalances and urged action should be taken to review the present position, 
especially with regard to maize, wheat and sugar, l-'ree movement should be the general 
rule, but it will be necessary for each item to be examined individually.
14. The Kenya delegation informed the Emergency Committee that its acceptance ; 
of the recommendations of the Report was subject to certain assumptions. The inclusion 
of these assumptions in the Report was not agreed by the Tanganyika delegation, firstly 
because they considered that some of them (i.c. the common services and a common 
currency) were outside the terms of reference of the Emergency Committee, and secondly 
because they have not in fact been discussed. The assumptions are set out in Appendix III.
APPENDIX I
OPERATION OF THE QUOTA SYSTEM
1. It was agreed that a system of quota restrictions on interterritorial imports; 
should be brought into effect at the earliest opportunity, and that the responsibility 
for its administration should rest with a Committee consisting of the Ministers for 
Commerce and Industry of Kenya, Tanganyika and Uganda. It was agreed that the 
control of interterritorial trade subject to quotas should be effected through either 
a system of import or export licences or both. It would be open to the Ministerial Com­
mittee to decide which system was applicable in the case of a particular commodity. 
The administrative and financial responsibility for the licensing aspect of the system : 
should rest with the administering country. The administrative and financial respon- j  
sibility for strengthening border posts where necessary to control and check the inter­
territorial flow of trade should be borne by EACSO.
2. Although it was recognized that as a matter of principle it would be mutually 
beneficial to adopt a more flexible attitude towards interterritorial trade imbalances 
in particular commodities once the aggregate interterritorial trade imbalances had been 
eliminated, it was agreed that in order to achieve this end at least in part through a 
policy of import substitution, it was necessary, for the moment, to deal with each im­
balance by product line.
3. It was agreed that in any one year quotas and suspended quotas might be introduc­
ed by a country in deficit on its interterritorial trade with another East African country 
to the extent of its interterritorial trade deficit in the previous year with that country. 
This figure would, however, be modified to take into account the envisaged effect of the 
output of allocated industries, quotas and suspended quotas already granted, and of 
any increase in net exports from the country in surplus to the country in deficit in the 
previous year.
4. As a general principle it was agreed that no country with a favourable balance 
in its interterritorial balance of trade should normally seek the application of quotas. 
However, there might be special cases where a country in surplus might apply quotas 
against a country in deficit. For example, where there is excess capacity in two or more 
countries in a particular product (e.g. cement), the application of a quota by one may 
require the application of quotas by either or both of the others. It was also agreed that 
when the overall deficit of a country in imbalance on its interterritorial trade with another 
East African country amounted to 20 per cent or less of its total exports to the other | 
East African country, it would no longer be open to the country in deficit to apply for j 
new quotas on its trade with the country in surplus. However, it was noted that the 20 
per cent criterion should be open to periodic review by the Ministerial Committee on 
quotas.
that a firm could operaet on an economically viable basis or expand its operations within 
the national market.
5. Subject to these overriding conditions, quotas and suspended quotas might, 
with the approval of the Ministerial Committee, be imposed by any East African country 
which was in aggregate imbalance in its visible trade with another East African country 
on anv particular product line in which its trade with that country was in deficit provided
6. The size of the quota (allowed imports from the surplus country in a particular 
product line) shall he calculated by taking the amount of exports from the country in 
surplus to the country in deficit, minus the exports from the country in deficit to the 
country in surplus. As productive capacity in the country in deficit rises from its existing , 
level, the quota will be reduced proportionately until the quota equals zero.
7. It was noted that considerable administrative care would be required in reducing 1 
the size of a quota by stages as a firm came into production in order to ensure the main-
t.'nance of East African output. It was also noted that there was a danger of stockpiling 
and speculation taking place during the period prior to a firm coming into production, 
and that it might be necessary to apply quotas to regulate the llow of trade in the com- i 
modity in question during this period. j
8. It was agreed that a suspended quota might be imposed prior to a firm coming 
into production.
9. The quota should be imposed for an average period of five years, but in attaching 
a time period to the granting of quota protection, the Ministerial Committee should bear 
in mind the special circumstances of particular industries. Quotas granted to particular 
firms will continue in effect for the specified period even though the trade imbalance 
between the countries concerned has been rectified.
10. The term “ product line” refers to a group of the commodity classification of 
the Annual Trade Reports of the East African Customs and Excise Department, provided 
that this broad definition may be varied in appropriate cases by the Ministerial Com­
mittee to refer instead to specific items within a group.
APPENDIX II
DRAFr TERMS OF REFERENCE FOR COMMITTEE OF INDUSTRIAL 
EXPERTS
The Committee of Industrial Experts should be charged with:—
(a) developing and evaluating lists of “East African Industries” in accordance with 
the following definitions:—
(i) An “ East African Industry” is one which is economically feasible only if 
it has access to the entire market of East Africa.
(ii) An “East African Industry” is one which is economically feasible only if 
it has access to a market larger than that of any one country in East Africa.
(b) examining the basis for distribution of these industries, giving particular regard:— j
(i) to economic feasibility;
(ii) to the need for an equitable distribution of industry;
(iii) to advising on measures for achieving rapidly an equitable pattern of indus­
trial location.
APPENDIX III
STATEMENT BY KENYA DELEGATION
The Kenya delegation, in agreeing to the recommendations of this Report, has assumed 
that:—
(a) the East African Common Market will continue;
(b) the common services will continue;
(c) in particular there will continue to be a common single currency;
(d) all parties recognize the value of association in a common market in fostering i 
the economic development of the whole area;
(e) all parties agreed that the common market can only survive if the benefits of j 
this economic development are fairly shared between them.
On this basis, the Kenya delegation has agreed to submit this Report to the Heads j 
of Government.
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APPENDIX 4
KENYA-TANZANIA JOINT COMMUNIQUE
1. Ministerial deleyuti;;ins representing the Government of the 
Republic of Konya and the Government of the United Republic 
of Tanzania met in Arusha on December 5, 1983 to discuss 
agreement on trade, transport and communications and tourism, 
pursuant to the instructions of the Heads of State of the two 
countries contained in the Communique issued at Aru3ha on 
November 16, 1983.
The Kenya delegation uas headed by the Hon. Elijah Muangale, 
the Minister for Foreign Affairs, and consisted of the 
Hon. A.J, Omanga, the Minister for Commerce and Industry,
Hon. H. Kosgey, the Minister for Transport and Communications, 
Hon. Professor G. Saitoti, the Minister for Finance and 
Planning, Hon. Maina Wanjigi, the Minister for Tourism and 
Wildlife, Hon. P. Nyakiamo, Minister of State in the Office 
of the President, Hon. Justice Matheu Muli, Attorney General, 
and high ranking officials.
The Tanzania delegation uas headed by Hon. J.S. Melecela, 
Minister for Communications and Transport, and consisted of 
Han. C.G. Kahamo, Minister for Natural Re^urces and Tourism* 
Hon. J.S, Uarioba, Attorney General and Minister for Justice, 
Hon. M.S, Nyang'anyi, Minister for Trade, Hon. H, Kirigini, 
Minister for Livestock Development, Hon. A.M. Khamis, Minister 
for Trade, Zanzibar, and high ranking officials.
2. The meeting uas held in a frank, friendly atmosphere and a 
spirit of gooduill and co-operation uhich has characterised 
the fraternal relations bntueen the tue. countries since 
November 16, 1983.
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At the conclusion of the meeting, the delegations concluded 
and initialled agreements in the follouing areas:
(a) T rede
Desiring to develop and endeavouring to strengthen and 
develop balanced trade relations betueen their two 
countries the too delegations agreed that the tuo countries 
will endeavour to trade betueen themselves on the basis 
of equality and mutual benefit. In this regard a Trade 
Agreement uas concluded and a Memorandum of Understanding 
uas signed. They further agreed to accord each other 
Most-Favoured-Natian treatment.
On the question of transit trade, the tuo countries 
recognized its importance and agreed to facilitate its 
conduct across their respective territories. The tuo 
countries, recognizing the need to streamline border 
trade in general and livestock in particular, agreed that 
it should be regularised as soon as the modalities pertaining 
to payment are settled, and in this regard, charged the 
relevant authorities of the tuo countries uith the task 
of determining such modalities as a matter of urgency.
(b) Transport and Communications
An Agreement uas reached betueen the tuo countries as to 
the operation of Air Services by their designated airlines.
In the case of Kenya Airuays, it uas agreed that the route 
schedule uill be points in Kenya- Dar-es-Salaam and four 
paints beyond, and in the case of Air Tanzania, points in 
Tanzania - Nairobi and four points beyond. Accordingly, the 
designated airlines of the tuo countries can start their 
operations as soon as the formalities are completed ,
As to road transport, it uas agreed that services for 
both passenger and freight on designated roads uill 
resume as soon as is practicable. Agreement uas alao 
reached as to operation of rail and lake services and 
it is expected that these operations uill come into effect 
as soon as technical and operational problems are resolved.
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The tuio countries also agreed to co-operate in the fields 
of pgsts and telecommunications, civil aviation, 
meteorology, port services and coastal shipping.
(c) T purism
□n tourism, a memorandum of understanding uas concluded 
covering areas of co-operation. Both countries have 
agreed to facilitate the free flow of tourists across 
their borders by air charter, scheduled flights, ground 
transport by vehicles through designated entry points 
and by aeo* They also agreed to carry out joint promotion 
on th£jy .arkets and to effect payments for services 
rendered in each country in convertible currency.
It was further agreed that both countries will identify 
and conserve their tourist attractions such as wildlife 
and natural beauties while they endeavour to provide the 
necessary infrastructure and superstructure for the 
proper utilization of these resources.
It was also agreed that both countries will exchange 
information, research papers, publicity materials and 
that they will exchange educational visits and carry 
out joint .research programmes.
4. The two countries agreed to set up Joint Technical Committees 
in each field to ensure, the smooth implementation of the 
various areas of co-operation agreed upon.
5. Some of the Agreements reached will be subject to ratification 
by the Governments of each country and the two delegations 
undertook to urge their governments to speed up the process
of ratification so that these Agreements can be implemented.
ARUSHA, TANZANIA 
December 5, 1963.
APPENDIX 5
TRADE AGREEMENT BETüjEEN THE UNITED REfJUÜLIC GF TANZANIA 
AND THE REPUBLIC DF KENYA
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The Government  o f  the  U n i t e d  R e p u b l i c  o f  T anzan ia  and the  Government 
o f  the  R e p u b l i c  o f  Kenya,  i n  t h i s  agreem en t  r e f e r r e d  t o  h e r e a f t e r  as 
"The  C o n t r a c t i n g  P a r t i e s "  d e s i r o u s  o f  s t r e n g t h e n i n g  and d e v e l o p i n g  
t r a d e  r e l a t i o n s  between the  two c o u n t r i e s  on the  b a s i s  o f  e q u a l i t y  
and m u t u a l  b e n e f i t ,  have a g ree d  as f o l l o w s :
/ A r t i c l e :  one (T a n z a n i a )
1 .  The Government  o f  the  U n i t e d  Repub l i c  o f  T a n z a n ia  and the  Government 
o f  t h e  R e p u b l i c  o f  Kenya s h a l l  e x e r t ' t h e i r  u tm o s t  e f f o r t s  t o  i n c r e a s e  the  
vo lume o f  t r a d e  between them e s p e c i a l l y  w i t h  r e g a r d  t o  t h e  goods and 
c o m m o d i t i e s  i n d i c a t e d  i n  t h e  two s c h e d u le s  (A)  and (B) annexed  t o  t h i s  
Agreem en t  and w h ic h  f o r m  an i n t e g r a l  p a r t  o f  t h i s  A g r e e m e n t .
S c he d u le  (A)  i n d i c a t e s  Tanzan ia  goods w h ich  c3n be e x p o r t e d  t o  t h e  
R e p u b l i c  o f  Kenya .  S c he d u le  (S)  i n d i c a t e s  Kenyan goods w h ic h  can be 
e x p o r t e d  t o  t h e  U n i t e d  R e p u b l i c  o f  T a n z a n ia .
2 .  The two s c h e d u le s  r e f e r r e d  t o  above s h a l l  n o t  p r e c l u d e  t r a d e  i n  
good and c o m m o d i t i e s  n o t  m e n t io n e d  t h e r e i n / .
A1R1GLE Tujn (TftrviZAfV[IA)
.ARTICUE ONE (KENYA)
1 .  The C o n t r a c t i n g  P a r t i e s  s h a l l  a c c o r d  each o t h e r  the  m o s t - f a v o u r e d ­
n a t i o n  t r e a t m e n t  i n  a l l  m a t t e r s  w i t h  r e s p e c t  t o  t h e  t r a d e  r e l a t i o n s  
between th e  two c o u n t r i e s .
2 .  The most  f a v o u r e d  n a t i o n  t r e a t m e n t  s h a l l  n o t  a p p l y  t o  the f o l l o w i n g :
( a )  P r i v i l e g e s  and a d v a n ta g e s  g r a n t e d  o r  w h ich  may be g r a n t e d  
by any o f  t h e  two c o n t r a c t i n g  p a r t i e s  t o  n e i g h b o u r i n g  
c o u n t r i e s  t o  f a c i l i t a t e  b o r d e r  t r a d e .
( b )  P r i v i l e g e s  and a d v a n ta g e s  a r i s i n g  o u t  o f  j o i n i n g  a r e g i o n a l  
o r g a n i s a t i o n ,  common m a rk e t  ag ree m e n t ,  cus tom s  u n i o n  o r  
f r e e  t r a d e  zone by e i t h e r  o f  the  two c o n t r a c t i n g  p a r t i e s .
( c )  E i t h e r  C o n t r a c t i n g  p a r t y  has a c c o r d e d  unde r  any scheme 
f o r  e x p a n s io n  o f  t r a d e  and economic  c o o p e r a t i o n  among th e  
d e v e l o p i n g  c o u t r i e s  ana t o  w h ich  e i t h e r  C o n t r a c t i n g  P a r t y  
i s  o r  may become a p a r t y .
.a r t i c l e : three ( taimzami a >
ARTICLE TLJO (KENYA)
« J « T ? of.s°“ “ “ °dIU“  •» •"»
» “ r  P '7 I  • “  ™ ‘ - " t  U . .  «  P .0 lJ > t I p „ ,
r c = p e c t  t o  l m p r t  and e x p o r t  u ih ich  a re  i n  f o r m  i r  . h • 
c o u n t r i e s  a t  t h e  d a te  o f  e x e c u t i o n  t h e r e o f  o r  uhi ' ch ' " ' Xr 
f o r c e  d u r i n g  th e  v a l i d i t y  o f  t h i s  A g ree m e n t .  ^  ^
. C o n t r a c t i n g  P a r t i e s  s h a l l  i s s u e  i m p o r t  and e x p Q r t  l i c B n c e S i
° 2  ”  SUCh l lCenCES a rE  ° r  3ha11 be r e q u i r e d , i n  a c c o rd a n c e  
u i t h  t h e  l a u s  and r e g u l a t i o n s  i n  f r e e  i n  the  t e r r i t o r y  o f  e i t h e r
a y .  i c e n c e s  o h a l l  be g r a n t e d  on te r m s  n o t  l o s s  
f a v o u r a b l e  t h a n  th o s e  g r a n t e d  t o  any o t h e r  c o u n t r y .
/ARTICLE FOUR (TANZANIA)7
S u b j e c t  to  any ag reem en t  u h i c h  may be reached  by th e  m o n e ta ry
a u t h o r i t i e s  o f  t h e  C o n t r a c t i n g  P a r t i e s  r e g a r d i n g  o t h e r  modes o f
s e t t l e m e n t ,  a l l  paym ents  b e tu e e n  t h e  t u a  c o u n t r i e s  s h a l l  be e f f e c t e d
any f i n e l y  c o n v e r t i b l e  c u r r e n c y  a g ree d  upon by the  tuo  c o u n t r i e s
n c l u d i n g  t h e i r  n a t i o n a l  c u r r e n c i e s .  Such payments  s h a l l  bo made i n
a c c o r d a n c e  u i t h  the  exchange  l a u s  and r e g u l a t i o n s  i n  f o r c e  i n  each 
c o u n t r y /
/ARTICLE THREE ( K F N v a w
S u b j e c t  t o  any ag ree m e n t  u h i c h  may be re a c he d  by the  m o n e ta ry
a u t h o r i t i e s  o f  t h e  C o n t r a c t i n g  P a r t i e s  r e g a r d i n g  o t h e r  modes o f
s e t t l e m e n t ,  a l l  payments  b e tu e e n  th e  t u o  c o u n t r i e s  s h a l l  be e f f e c t e d
i n  any f r e e l y  c o v e r t i b l e  c u r r e n c y  a g ree d  upon by t h e  t u n  p a r t i e s
i n  a c c o r d a n c e  u i t h  the  Exchange Laus and R e g u l a t i o n s  i n  f o r c e  i n  each 
c o u n t r y /
ARTICLE FIVE ( TANZANIA^
ARTICLE FOUR (KENYA)
The tuo  C o n t r a c t i n g  P a r t i e s  s h a l l  as f a r  as p o s s i b l e  e n s u re  t h a t  t h e  
goods and c o m m o d i t i e s  im p o r t e d  by e i t h e r  p a r t y  f rom  t h e  o t h e r  s h a l l  
n u t  be r e - e x p o r t e d  u i t h o u t  the  p r i o r  a p p r o v a l  o f  the  o t h e r  p a r t y .
ARTICLE SIX (TANZANIA) 
ARTICLE EIUE (KENYA)
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The tu o  C o n t r a c t i n g  P a r t i e s  a g ree  to  t a k e  a l l  men s o re s  n e c e s s a r y  f o r  
p r o m o t i n g  and e xpa n d ing  t r a d e  r e l a t i o n s  be tueen  t h e i r  t u o  c o u n t r i e s  
i n c l u d i n g  f a c i l i t i e s  f o r  h o l d i n g  f a i r s  and e x h i b i t i o n s ,  and e s t a b l i s h i n g  
t r a d e  c e n t r e s  by any o f  t h e  tu o  c o u n t r i e s  i n  the  c o u n t r y  o f  t h e  o t h e r  
p a r t y  i n  a c c o r d a n c e  u i t h  the  l a u s  and r e g u l a t i o n s  i n  f o r c e  i n  t h e i r  
c o u n t r i e s .
ARTICLE SEVEN (TANZANIA!)
ARTICLE SIX (KE iWA)
Each C o n t r a c t i n g  P a r t y  s h a l l  a c c o r d  t o  the  o t h e r  most  f a v o u r e d  n a t i o n  
t r e a t m e n t  c o n c e r n i n g  i m p o r t a t i o n  and e x e m p t io n  f rom  d u t i e s  and f e e s  
o f  samp les  and a d v e r t i s i n g  m a t e r i a l s  as u e l l  as m a t e r i a l s  f o r u a r d e d  f o r  
t e s t i n g  and e x p e r i m e n t a l  p u r p o s e s  o r  f o r  d i s p l a y  i n  f a i r s  and e x h i b i t i o n s  
i n c l u d i n g  e g u ip m e n t ,  m o t u r i a l s ,  and c o n t a i n e r s  n e c e s s a ry  f o r  t h i s  p u rpose  
i n  a c c o r d a n c e  u i t h  t h e  l a u s  and r e g u l a t i o n s  i n  f o r c e  i n  t h e  c o u n t r y  o f  
e i t h e r  o f  t h e  t u o  c o n t r a c t i n g  p a r t i e s ,  on c o n d i t i o n  t h a t  such good s h a l l  
be r e - e x p o r t e d .
ARTICLE EIGHT (TANZANIA)
ARTICLE SEVEN (KENYA)
1 .  Fo r  the  pu rpo se  o f  t h e  A g ree m e n t ,  goods o r i g i n a t i n g  i n  Kenya 
s h a l l  be r e g a r d e d  as  Kenya p r o d u c t s  and goods o r i g i n a t i n g  i n  T a n z a n ia  
as T a n z a n ia n  p r o d u c t s .
2 , The c o u n t r y  o f  o r i g i n  s h a l l  be deemed t o  be the  c o u n t r y  u h e r e  a 
p r o d u c t  uas  p ro du c e d  and m a n u f a c t u r e d  o r  u n d e r u e n t  i t s  l a s t  s u b s t a n t i a l  
p r o c e s s i n g ;  o r ,  i n  the  case o f  n a n - p r o c e s s e d  a g r i c u l t u r a l  p r o d u c t s ,  the  
c o u n t r y  u h e re  t h e  p r o d u c t s  u e r e  a c t u a l l y  p r o d u c e d .  The C o n t r a c t i n g  
P a r t i e s  r e s e r v e  the  r i g h t  t o  s u b j e c t  t h e  i m p o r t a t i o n  o f  any goods t o  
the  s u b m is s io n  o f  c e r t i f i c a t e s  o f  o r i g i n  by an o r g a n i z a t i o n  a u t h o r i s e d  
i n  t h i s  r e s p e c t  by t h e  Government  o f  the  c o u n t r y  o f  o r i g i n .
ARTICLE MINE (TANZANIA)
ARTICLE EIGHT (KENYA)
1 .  The tu o  C o n t r a c t i n g  P a r t i e s  a g re e  to  p rom o te  and f a c i l i t a t e  t r a n s i t  
t r a d e  a c r o s s  t h e i r  t u o  c o u n t r i e s  i n  c o m p l i a n c e  u i t h  the  l a u s  and 
r e g u l a t i o n s  i n  f o r c e  i n  b o t h  c o u n t r i e s  and s h a l l  n e t  s u b j e c t  such 
t r a n s i t  t r a d e  t o  d u t i e s  e x c e p t  f o r  c o s t s  o f  s e r v i c e s  p e r t a i n i n g  t o
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2. The C o n t r a c t i n g  P a r t i o c  s h a l l  a c c o r d  each o t h e r  to  the  laws and
/ \
r e g u l a t i o n s  in  f o r c e  in  t h e  c o u n t r y  c o n c e rn e d  t r e a tm e n t  no l e s s  
f a v o u i a b l e  than  t h a t  a c c o r d e d  to o t h e r  c o u n t r i e s  in  r e s p e c t  o f  goods o f  
one C o n t r a c t i n g  P a r t y  b e i n g  t r a n s p o r t e d  t o  o r  from any  o t h e r  c o u n t r y  
t h r o u g h  th e  t e r r i t o r y  o f  t h e  o t h e r  C o n t r a c t i n g  P a r t y .
ARTICLE TEN (TANZANIA)
ARTICLE NINE (KENYA.)
1. In  o r d e r  to  f a c i l i t a t e  t h e  im p l e m e n ta t i o n  o f  t h i s  a g reem en t ,  a  J o i n t  
T rade  Committee  w i l l  be e s t a b l i s h e d .  The Committee  w i l l  meet once a 
y e a r  o r  a s  o f t e n  a s  nay be m u t u a l l y  a g r e e d  upon.
2. The f u n c t i o n s  o f  the  J o i n t  T ra d e  Committee  w i l l  i n c l u d e  the  f o l l o w i n g :
( a )  Review t h e  im p l e m e n ta t i o n  o f  t h e  p r o v i s i o n s  o f  t h i s  Agreement .
(b )  C o n s i d e r  and  p r o p o s e  means o f  e n s u r i n g  t h e  deve lopment  and  
d i v e r s i f i c a t i o n  o f  t r a d e  be tw een  t h e  two c o u n t r i e s .
( c) Examine prob lems which may a r i s e  in  t h e  i m p le m e n ta t io n  o f  t h i s  
Agreement  and p ropose  m e a s u r e s  f o r  t h e i r  s o l u t i o n .
ARTICLE ELEVEN (TANZANIA)
ARTICLE TEN (KENYA)
T h i s  Agreement  may be amended from t im e  to  t ime by exchange  o f  l e t t e r s  
r e s u l t i n g  from c l o s e  c o n s u l t a t i o n s  be tw een  t h e  two C o n t r a c t i n g  P a r t i e s  and  
such amendments s h a l l  become c o n s t i t u e n t  p a r t s  o f  t h e  Agreement .
ARTICLE TWELVE (TANZANIA)
ARTICLE ELEVEN (KENYA)
1. T h i s  Agreement  s h a l l  come i n t o  f o r c e  a f t e r  t h e  exchange o f  t h e  
i n s t r u m e n t s  o f  r a t i f i c a t i o n  be tw een  t h e  two c o u n t r i e s  and  s h a l l  
r e i m i n  i n  f o r c e  f o r  a  p e r i o d  o f  two y e a r s .
2. Dur ing  t h e  p e r i o d  w i t h i n  which t h e  Agreement  i s  in  f o r c e ,  e i t h e r  P a r t y  
may g i v e  s i x  month1s n o t i c e  in  w r i t i n g  o f  i t s  i n t e n t i o n  to  t e r m i n a t e
th e  Agreement .
3. A f t e r  the  t e r m i n a t i o n  o f  t h i s  A greem en t ,  t h e  P r o v i s i o n s  t h e r e o f  
s h a l l  c o n t i n u e  to  a p p l y  to t h e  c o n t r a c t s  con c lu d e d  u n d e r  t h e  Agreement  
b u t  no t  f u l l y  e x e c u t e d  on t h e  d a t e  o f  the  t e r m i n a t i o n  o f  t h e  Agreement .
DONE AT .....................  THIS .............................  day o f ............................. .. 19___  in
two o r i g i n a l s  in  t h e  E n g l i s h  Language,  b o t h  t e x t s  b e i n g  e q u a l l y  a u t h e n t i c .
FOR THE GOVERNMENT OF THE 
UNITED REPUBLIC OF TANZANIA.
FOR THE GOVERNMENT OF THE 
REPUBLIC OF KENYA
S C H E D U L E it
230ANNEX IA "
EXPORTS FROM THE UNITED REPUBLIC OF TANZANIA TO THE REPUBLIC OF KENYA
1. Galvanized uater pipes
2. Radio and Gramaphones
3. Tyres & Tubes
A. Dry Cell Batteries
5. Textiles
6. Ready-made garments
7. Leather and leather products
8. Tobacco 
g. Cotton
10. Farm implements
11. Handicrafts
12. Instant Coffee
13. Casheu Kernels
14. Mosquito Coils
15. Sprits: Konyagi/Afr i k o k o / W h i s k y / G i n / B r a n d y / U i n e
16. Bicycle tyres and tubes
17. Aluminium Sheets and (Circles1
18. Transformers and [fui tchgears
19. Radiators
20. Motor vehicle batteries and battery containers
21. Aluminium hollouare 31. Electrical Fittings
22. GCI Sheets 32. Cardamons
23. Non-galvanized pipes 33. Z-Burlins - for roofing
24. Cold Rolled Steel Sheets 34. Livestock
25. Ceramics 35. Hides and Skins
27. Clove stem oil 36. Cotton Seed Cake
28. Coir Fibre 37. Hedge Sisal
29. Copra Cake 38. Timber
30. Meerschaum Pipes 39.
Prawns & Lobsters
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ANNEX ISc-
EXPORTS FREjH THE REPUBLIC Cf KErjYfrTQ THE UNITED REPUBLIC CF TANZANIA
1. Cement
2. Cosmetics
3. Pharmaceutical products:
(a) Patent medicines
(b) Vacoines
(c) Veterinary vaccines and drugs
4. Industrial chemicals, e.g. Soda Ash
5. Kilk and Cereals (Baby foods)
6. Medicated soaps
7. Metal box tin components 
Ö. Shoe Polish
9. Petrol and petroleum products
10. Bottles and jars
11. Meical instruments
12. Live poultry
13. Paper and papfcr boards
14. Fibre boards and Building boards
15. Exercise books
16. Envelopes
17. Sanitary touels
18. Asbestos sheets
19. Bars and rods
20. Foot uear
21. Gramophone Records
22. Dyes and Chemicals for leather and textiles Inriusteies
23. Lubricants and oils for plant and machinery
24. Industrial Sugar
25. Packaging materials in rau materia] form 
i Dramn Llire (tor nails, etc.)
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28. Steric Rubber (ready made) for beach sandals, bicycle 
pedals, etc.
29. Blowing agents (various) for ateric rubber,
30. Improved seeds
31. Foodstuffs
32. Live animals
33 Animal feed
APPENDIX 6
TOURISM COOPERATION AGREEMENT BETWEEN THE 
GOVERNMENTS 0? THE REPUBLIC OF' KCTJYA Alij'
THE UNITED REPUBLIC OR TANZANIA
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am
■ s mmms- •  K V,£
f il l
' ’ -'t f -t:
. «.*. ,! .
p.J'/'i•>
■ ?
The Government of the Republic of Kenya and the v' ■
United Republic of Tanzania (hereinafter referred to as 
the Contracting parties)j
Desiring to develop toUrist relations between 
their respective countries following the Arusha .Summit 
Communique of November,' 16th 1985; uälll
Realising the need for both countries to collaborate 
in the promotion and development of tourism for their mutual
.beneiitsj and Guided by the Principles covering relations 
bo tween States li&yo agread as follaw3t~
s a u
Such of the Contracting Parties shall identify and conserve^thei|||q 
tourist attractions such as wildlifej natural beauties* tklff•
treasures of cultoie and civilization and will endeavour to
I B
provide the necessary infra and 
utilization of these resources*;
super structures for the proper
a r t i c l e
The Contracting Parties shall take the necessary steps with 
a view to promoting and intesifying the tourist exchange 
between them giving special attention to contacts made between 
their authjnrised tourists organizations and agencies*!
ARTICLE H i
" y *  • - -  -  -  -  - ” - T  „  \ | ; V
The Contractin^p^ties shall encourage their authorised travel 1 <  
agencies to promote tours between their respective countries on 1 ’’
mutually advantageous basis with a view tq increasing the tourist 
traffic flow between them and shuill support joint prom tion of 
their tourist attractions in third markets and-will endeavour v ' - t f ,  
to make better known their tourist attractions^
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ARTICLE IV
The Contracting parties shall exchange educational visits 
of both Government officials, national tourist organisation 
and private travel agencies in order to familiarise themselves 
with tourism potentialities and facilities and shall further 
enhance the already existin co-operation in t h e ^ 0^  of 
tourism including wildlife training, exchange of experts and 
expertise *i
article y
The Contracting Parties shall undertake joint research 
programmes and exchange tourism statistics in order to improve 
tourism promotion*
article VI
The Contracting Parties shall exchange.information, studies 
and publicity literature such as films, brochures and posters 
and shall facilitate on reciprocal basis, the presentation of 
documentary materials regarding their activities and achievements 
in the field of tourism, subjecx to customs regulations and laws 
applicable in either country*
ARTICLE VII
The Contracting* Parties 3liall co-operate and strengthen anti 
poaching ' activities in order to enhance conservation of 
wildlife and exchange wherever possible,' species that are 
extinct in one country but available in the otherj such exchange 
should be on terms and conditions to be mutually agreed upon*
ARTICLE VIII *~
The Contracting.„parties agree to ease and atieonline customs, 
immigration and other travel 'Regulations t<j facilitate the 
smooth flow of their natiorud.3 and visitors to the two countries*
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Ait TIC IB  IX
The C o n t r a c t i n g  l a i t i e s  agiva. t h a t  goods and s e r v i c e s  
r e n d e r e d  i n  each  c o u n t r y  to t o u r i s t s  from t h i r d  m a r k e t s  s h a l l  
be p a id  f o r  i n  f r e e l y  c o n v e n t !  b le  currency".
As r e y a r d s  i n t e r s t a t e  o u r i s t s  c o m p r i s in g  o f  n a t i o n a l s  o f  th e  
C o n t r a c t i n g  P a r t i e s ,  Äjyjaont.. f o r  goods tmd s e r v i c e s  r e n d e r e d  
s h a l l  be made i n  a c c o rd a n c e  w i th  a r r a n g e m e n ts  a g re e d  to  by th e  
r e s p e c t i v e  C e n t r a l  Banks*'
ARTICLE X
The C o n t r a c t i n g  P a r t i e s  ag ree  t h a t  t o u r i s t s  s h a l l  be t r a n s p o r t e d  
i n  and o u t  o f  each  c o u n t r y
(a)  By a i r :
(1 ) by s c h e d u le d  a i r  s e r v i c e s  s u b j e c t  to  the  a i r  s e r v i c e
a g re em e n t  i n f o i e e  between th e  two Concrac  t i n g  p a r t i e s ;
( i i )
( i i i )
0 >)
( i )
( Ü )
( o )  )
( i )
( i i )
by l o n g  h a u l  a i r  c h a r t e r s  u t i l i s e d  i n  c o n j ^ t i o n  w i th  
r e s p e c t i v e  n a t i o n a l  a i r l i n e s  o f  each c o u n t r y ;
by l o c a l  c h a r t e r s  s u b j e c t  t o  the  l aw s  and r e g u l a t i o n s  
e x i s t i n g  i n  t h e  two c o u n t r i e s .
By r o a d :
d e s i g n a t e d
t h r o u g h  e n t r y  p o i n t #  to  be from t im e  to  t ime
by th e  C o n t r a c t i n g  p a r t i e s  and ,
t h r o u g h  o p e r a t i n g  m o d a l i t i e s  to  be worked o u t  by
th e  a u t h o r i s e d  t o u r i s m  a g e n c i e s  s u b j e c t  to t h e  a p p r o v a l
o f  t h  c Qon t r u e  t i n g  T a r  t i  04# •
) ,
By s e a :
by r e g u l a r  c r u i s e s  o r  c h a r t e r s  fco d e s i g n a t e d  p o r t s  to  
bo n o t i f i e d  f rom time t o  time by the C o n t r a c t i n g  P a r t i e s
Sea s p o r t s  a c t i v i t i e s  a f i u l l  be u ^ g a n i a e d  on an  ad hoc 
b a s i s  s u b j e c t  to th e  l* w s  and r c ^ u l u I r o n s  g o v e r n i n g  
those  a c t i v i t i e s  i n  e.ifh c o u n t r y  J
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The C o n t r a c t i n g  K a t i e s  a g re e  t h a t  the i n s u r a n c e  com panies  
o p e r a t i n g  i n  t h e i r  r e p o c t i v e  c o u i n r u a  w i l l  e i ' f u c t  an 
a r r a n g e m e n t  whereby v e h i c l e s  used i n  tin. t o u r i s m  t r a d e  be tween 
th e  C o n t r a c t i n g  P a r t i e s  a re  i n s u r e d  to c o v e r  r i s k s  i n  b o t h  
c o u n t r i e s ,
ARTICLE XII
The "Con t ru e  t i n g  p a r t i e s  igj cn. t h a t  v e h i c l e s  to be used i n  the 
t o u r i s m  t r a d e  s h a l l  be s u u j e o t  to ro ad  t r a n s p o r t  r e g u l a t i o n s  
i n  f o r c e  i n  the  two c o u n t r i e s *
ARTICLE X U !
T h e 'C o n t r a c t i n g  p a r t i e s  a g re e  to  s e t  up a J o i n t  C o n s u l t a t i v e  
Committee  c o n s t i t u t e d  by r e p r e s e n t a t i v e s  o f  th e  c o u n t r i e s .
The J o i n t  C o m m i t te e ' s  f u n c t i o n  s h a l l  i n c l u d e } —
a )  the  s u p e r v i s i o n  and i m p l e m e n t a t i o n  o f  t h i s  ag re em e n t
b)  th e  e x p l o r a t i o n s  a n d mj;ccommendation o f  ways" o f  
e n h an c in g  co-opera t io t fc  i n  t o u r i s m  and i t s  p ro m o t io n ;
o) t h e  r e s o l u t i o n  o f  any p ro b lem  t h a t  may a r i s e  i n  
r e g a r d  to  the  im p la m e i i t a t io n  o f  t h i s  a g r e e m e n t ’.
The s a i d  Committee s h a l l  met a l t e r n a t e l y  i n  the two c o u n t r i e s  
on the d a t e  to  be a g re e d  a t  l e a s t  VT*ice a y e a r*
ARTICLE XIV '* a
T h is  a g re em e n t  may be amiaended by C o n t r a c t i n g  P a r t i e s
from time to  t ime and any such amend e v e n t s  s h a l l  form an  i n t e g r a l
p a r t  o f  t h i s  agreem ent*
ARTICLE XV
Til l3 'a g re e m e n t  and airy ammendmente t h e r e t o  s h a l l  come i n t o  f o r c e  
f rom th e  d a t e  d e s i g n a t e d  by the  two Governments  (.and s h a l l  r em a in  
i n  f o r c e  f o r  a  p e r i o d  o f  two yeji ro  and Wturil be a u t o m a t i c a l l y  
renewed f o r _ the some p e r i o d s  u n l e s s  d u r i n g  t h e  p e r i o d  w i t h i n  
which i t  i s  f n  f o r c e ,  e i t h e r  ^«nrty g ln e : | .  t h e  o t h e r  no t i c e  i n  
w r i t i n g  o f  i t 3  i n t e n t i o n  to  iJ^rmin/ite i t ,  i n  which c a s e  t h i s  
a g re em e n t  and any amejidmeiits t h e r e t o  mhcill t e r m i n a t e  w i t h i n  6 
months a f t e r  the  d a te  when thij  n o t i c e  h a s  boon r e c i e v e d  by the  
o t h e r  C o n t r a c t i n g  p a r t y :
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IN WITNESS whereof the undorsigned, duly authorised by 
their respective Govei union ts, have signed this • agreement 
DONE in.duplicate at:.. .. .NAIROBI« .... . this • * .12tU.. .1. . 
day of ::.jud©«:..«..« 1915
IN THE ENGLISH LANGUAGE BOTH TEXTS BEING EQUALLY AUTHENTIC.
FOR THE GOVERNMENT OF 
REPUBLIC OF KENYA
FOR THE GOVERNMENT OF THE 
UNITED REPUBLIC OF TANZANIA
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